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LICY AND ISSUES 


IINGJI YANJTIU ON NATURE OF HOUSEHOLD ACCUMULATION 
HKO51237 Beijing JINCJI YANJIU in Chinese No 10, 20 Oct 33 pp 53-55. 79 


‘Article by Wang Haibo [3076 3189 3134] of the Industrial Economics 
tesearch Institute of the Chinese Academy of Social Sciences: “On the 
Nature of Household Accumulation Under the Household Contract System of 
Responsibility Linked to Output"--"Written in June 1983"] 


Text) Since the third plenary session of the llth CPC Central Committee, 
various responsibility systems have been adopted in China's countryside, 
the principal one being the household contractual responsibility system. 
Consequently, two levels of operation have arisen in our country's 
agricultural economy: centralized collective operation, and scattered 
household operation. Correspo.Jingly, there are two levels of accumula- 
tion: collective accawlation and household accumulation. Moreover, 
household accumulation has been developing very quickly. According to 
statistics, by the end of 1981, the total number of tractors purchased 
by individual peasants and joint households in our country had reached 
JBB, 344, accounting for 13.5 percent of the total number of tractors in 
our country’s countryside; and by the end of 1982, this number had 
increased to over 1 million, or approximately one-third of the national 
total. What. actually, is the nature of this household accumulation’ 


We must have a correct method of studying this question. In this regard, 
we should pay attention to the following two points. First, although in 
real economic life household accumulation associated with the household 
contractual responsibility system is integrated with household accumula- 
tion associated with the commune members’ family sideline occupations, in 
the theoretical examination of the former's economic nature, we must 
disregard the latter for the sake of abstraction. Second, household 
accumulation linked to the household responsibility system must be studied 
in connection with the agricultural collective ownership of the means of 
production and examined as a link of the agricultural collective economic 
system. 


In examining the historical fact of the ownership of certain means of 
production by direct producers in a particular economic system, classical 
Marxist writers have never considered such ownership as something existing 
independently, but have always linked it to the basic form of ownership 
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extend the scope : exploitation of wage labor, and is a link : tlw 
witaiist economi: ivuitem. 
if purse, at present, in our country’s countryside, the relationship 


between the two parties involved in the household contractual responsibility 
iystem, Aamely, the commune members and the collective economy, is neither 
like the relationship between commune members and the communes in primitive 
mmunes, nor like the relationship between serfs and landlords, or 
between wage laborers and capitalists. However, the Marxist-Leninist 
analysis of the economic nature of direct producers’ wwnership of some 
means of production under the three categories of economic systems in 
history can inspire us on the methodological aspect of the question 
we are going to analyze here. That is, in analyzing the economic nature 
of the household accumulation associated with the household contractual! 
responsibility system, we must not view it as some isolated thing, but 
should link it to the collective ownership of agricultural means of 
production, and consider it as a link of the collective economic systen. 
Because this method is of immense importance to the question we are going 
to study, we have expounded this matter relatively elaborately above. 
I think that once this question of methodology is clarified, then we can 
relatively easily explain clearly the question of the economic nature of 
the household accumulation associated with the household contractual 
responsibility system. 


If we use the above method to discuss the economic nature of this kind 

of accumulation in the light of the current specific situation of our 
country's countryside, then we can discover the following points. First, 
under the condition of household contractual responsibility systems, 
production is carried out in a scattered way by commune members but under 
the guidance of centralized collective operation. Thus, the commune 
members’ labor under this responsibility system is not independent labor 
but is part of collective labor. Moreover, this collective labor is 
associated with the collective ownership of agricultural means of produc- 
tion. Therefore, if we link this category of labor to agricultural collec- 
tive ownership and labor, instead of examining it in isolation, then the 
eurplus products which are created by this labor and which give rise to 
accumulation are products of collective labor, not of independent labor. 


Second, that part of the national income created by this labor is distri- 
buted according to the socialist principle of giving due consideration to 
the interests of the state, the collective, and the individual worker. 
The peasants say: “Giving what is due to the state is guaranteed; what 
is due to the collective is adequately set aside; and the rest goes to 
ourselves." Thus, this distribution precisely complies with the principle 
of giving priority to the state and the collective over the individual. 


We should explain here that although the agricultural income of the commune 
members who work according to contracts is principally linked to their 
labor, part of this income is the differential income from land, which is 
related to differences in the fertility of land, location of land, and 
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we method of abstraction in political economics, we can disregard this 


pecitic tact.) In real life, within certain limits, it may also nappen 
that ntract-fulfilling households, as members of the collective economy, 
ecom independent individual workers, and accumulation arising from house- 
hold operation in the collective economy becomes accumulation of the 


indi lual economy. However, to facilitate revealing the economic nature of 
ssehold accumulation in its pure form, we can ¢isregard this specif ic 
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NATIONAL POLICY AND ISSUES 


CONTROL OF CAPITAL CONSTRUCTION, RATIONAL FUND USE DISCUSSED 
Beijing ZHONGGUO JINGJI JIBAO in Chinese 15 Mar 83 pp 16-17, 13 


[Brticle by Ding Qu (9002 0637/7: “The Scale of Capital Construction Must Be 
Strictly Controlled, and Funds for Construction Must Be Used Rationally™/ 


[Text] In 1982, capital construction fulfilled the annual plan throughout 
the country and in every department and area. Progress quickened on construc- 
tion of key projects in energy, communications and so on that had rational 
time limits and organization set by the state. The proportion of these 
projects that fulfilled the plan topped the average level of other projects. 
Large and medium projects, and individual projects that are built and 
operating according to the original plan number 160, while those a:tually 
completed number 207. Of the 27 main products in the annual plan, the 

7 whose output has recently been increased and whose quotas have been over- 
fulfilled include refined sugar, synthetic ammonia, spindles for cotton 
spinning and commercial warehouses for cold storage. The 13 that have ful- 
filled the plan include raw coal, crude oil, electric generators, refined 
salt, transported logs, glass and harbor traffic. Completed housing 
reached 84.25 million square meters, its highest level in history. In sum, 
the fulfillment of the 1982 plan was as good and has seldom been seen for 
many years. 


In the process of carrying out the 1982 plan for capital construction, many 
areas and departments began tu shift their focus to increasing return on 
investment. They implemented multifarious economic responsibility systems 
in construction that were mainly concerned with responsibility for invest- 
ment. For example, the Baoshan Steelworks had the "three contracts and the 
three guarantees" in its budgetary estimates and responsiblities as regards 
investment in commercial cold-storage warehouses and coal mines: contracted 
investment, time limits and quality: guaranteed investment, equipment and 
materials. It also had a cost responsibility per square meter of small 
residential areas. hence, it obtained good results in changing the abuses 
of eating from the "same big pot” and free spending that have long existed 
in capital construction, in shortening the time of construction, in raising 
project quality and in lowering project cost. 


Some problems that urgently await solution still exist in capital construc- 
tion. The main ones are as follows: 











1. The scale of capital construction is out of control and exceeds the state 
plan by a large margin. Total investment in capital construction nationwide 
was 38 billion yuan according to the plan at the beginning of the year. 
Later 6.5 billion yuan was added, and the total was adjusted to 44.5 bil- 
lion. At the end of the year it reached °%4.5 billion yuan, 10 billion more 
than the adjusted total. The actual scale of construction was 6.4 billion 
yuan more than in 1980, whose scale had been the largest in history. 
Analysis of sources of funds shows that the state budget earmarked 20.78 
billion yuan for investment in its adjusted plan. This figure actually 
reached 21.5 billion yuan, 720 million more than called for. The adjusted 
plan stipulated 360 million yuan in domestic loans, but 680 million were 
actually issued for an excess of 320 million. The adjusted plan called for 
13.9 billion yuan in self-raised investment from localities, departments, 
enterprises and so forth, but the actual amount was 18.9 billion for an 
excess of 5 billion. 


From the situation described above, we can tell that the scale of capital 
construction has overfulfilled the plan almost across the board. The margin 
of excess in self-raised investment and investment from bank loans was 

even greater. One main reason is that after adoption of the new financial 
system, localities and enterprises had money and materials on their hands and 
inevitably wanted to do too many things. According to relevant departments’ 
calculations, all funds outside the budget now total 62 billion yuan, or 

60 percent of the funds in the budget. Locally controlled steel products 
account for one-third of all of those in society; for wood, the figure is 
one-half, and for cement, two-thirds. A second main reason is that too many 
bank loans have been issued to a multitude of units and under the sultitude 
of names. Many lcans are outside state credit and are reissued after being 
recalled. A third main reason is the lagging management of the plan. After 
large reductions in budgeted investment in the past 2 years, there have not 
been sufficient estimates of the excessive increase through every channel in 
investment outside the budget. We lack feasible methods for comprehensive 
coordination and guidance of self-raised investment and bank loans and for 
overall balance of funds and materials. From the standpoint of ideas and 
knowledge, some comrades still have the old defect of wanting to increase 
project scale as soon as the economic picture looks good, regardless of return 
on investment. 


2. The use of funds for capital construction is not as rational as possible. 
Energy, communications and other key construction badly needed for national 
economic growth have not been able to amass the necessary funds to strengthen 
themselves. Conversely, me areas have engaged in more than a few projects 
of blind or duplicate con: riuction. In the process of adjusting the national 
economy in the past 2 years, investment in railroads, machines and other heavy 
industries has been cut while investment in light and textile industries and 
in nonproduction construction directly relevant to the people's standard 

of living has been augmented. This is eritirely essential, and its results 
have been good. New problems have appeared, however, namely that the propor- 
tion of investment in nonproduction construction has grown too much too fast, 
while the proportion of investment in energy and communications has not 
increased commensurately. The former proportion has now risen to 42 percent 








The State Council has decided that starting in 1983, a fixed proportion of 
all localities’, departments’ and units’ revenue outside the state budget 
and of the after-tax profits of all large economic organizations 

owned by urban collectives will be paid to the state for investment in its 
key projects in energy and communications. This decision does not apply to 
a tew tax-exempt projects. 


The State Council has stipulated that every area's and department's self- 
raised investment for capital construction will be decreased by 30 percent 
of the amount by which it exceeds the targets in the plan approved by the 
state. This money will go toward funds for key projects in energy and 
communications. It will be appropriated by finance departments and construc- 
tion banks from areas’ and departments’ budgets or deducted from their bank 
accounts. 


The State Council has stipulated that banks will charge variable interest 
rates on loans to different industries or for different products and that 
they will set variable limits on the periods of loan repayment. This is to 
encourage construction in energy and communications, expand the quantities 
of goods now in short supply, and to limit the quantity of goods now in 
abundant supply and duplicate construction. 


All departments and areas are now earnestly carrying out the stipulations 
of the State Council that concern the ordering and adjustment of the expanded 
scale of capital construction and the decentralized use of funds. We 

believe that in 1983, the scale of capital contruction will certainly be 
brought under control and that economic results will certainly be better. 


12465 
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trom 17 percent in 1978; the latter has dropped from 41.8 percent t¢t 

percent in the same period. One reason is that in the past few years, 
investment in nonproduction construction, especially in housing, has 
increased that the “bills are due,” yet its pace has quickened somewhat. 
Another reason is that energy and communications projects are generally 
rather large and in the past were all financed by money amassed trom the 
state budget. In the past tew years, the investment budgeted by the state 
has greatly decreased, so that we have been unable to take the right 
measures to raise funds for such construction outside the budget. Therefore 
its proportion has dropped. 


For 2 straight years the scale of capital construction has exceeded the 
targets set by the state plan. We can perceive this directly in the tight 
market in building materials. The distribution targets for the steel products, 


do and ce™ent needed for capital construction have declined to their 
lowest levels in history. The possibility of hidden dangers in the expanded 
scale of capital construction is even greater. Historical experience shows 
that it requires several years and a high price to redress the imbalance 
caused by the excessively large scale of capital construction. 


[he problems of the current expansion in the scale of capital construction 

and in the decentralized use of funds have already drawn the closest atten- 
tion from all quarters. In order to control capital construction scale 
strictly and use construction funds rationally, the State Council has recent- 
ly adopted some effective measures. These are the main ones: 


Ihe State Council has stipulated that the general scale of capital construc- 
tion set by the state and the scale of investment set by areas and depart- 
ments include capital construction financed by investment budgeted by the 
state, self-raised investment, bank loans, foreign capital and every kind of 
special fund. Every area and department must adhere to this strictly and will 
not be allowed to be in excess. In the process of carrying out the plan, 
there can be no investment and projects added, except under special circum- 
stances. Those very few that must be added should be reported to the State 
Council for approval after gaining the State Planning Commission's unanimous 


consent. 


Ihe State Council has stipulated that localities’ and departments’ reserve 
financial capacity, special funds and funds outside the budget must make 
prior guarantees of normal expenditures and the renewal of enterprises’ 
equipment. Once technological transformation is needed, then the necessary 
capital construction through self-raised funds will be arranged. It is 
strictly prohibited to use any form of investment loan apportioned by a bank, 
to divert circulating funds, to apportion production costs arbitrarily, or to 
withhold revenue as self-raised investment. Whenever a department, province, 
municipality or autonomous region issues a plan for capital construction 
through self-raised investment, it must get the signature of the finance 
department and construction bank at the appropriate level. 











Nevertheless, the improvement of the people's lives must be gradual. It must 
be built on the toundation of expanded production. Only after we nave 


tormed an ample accumulation can we have reproduction on an expanded scale 

ind, moreover, create conditions for a higher level of social nsumption. 

If the commodities produced by social labor are all used up by the individual 4 
or it too much national income is allocated to consumption and not enough t 

construction, we will then be unable to develop construction. nen tne 

sustained improvement in the people's lives will lose its material base. This 

is common knowledge from Marxist political economy. China's financial and 

material resources have increased over those in the past. There are many 

expenses, however, and the state finances are by no means in good condition. 


For several ears, whenever the country has run into tairly ditficult circum- 
stances, we have spent some money to improve the people's lives, and so we 
have our debts. This is necessary. In the days to come we may still continue 
in this way. The increase in the rate of expenditure, however, must not 
exceed the rate of increase in labor productivity. In the face of this 
problem we have two kinds of choices: the first is to “eat” a bit more 
moderately today while using some of the money for construction so that 
tomorrow we can "eat" a bit better. The other solution is to eat and drink 
ibundantly today, using up all our resources and abandoning construction, 
without a care tor the morrow. The result of such practice will certainly be 
that our resources will be impoverished and collapse. lomorrow and the day 
after we will not only be unable to “eat” well, but we may even have the 
problem of eating at all. Very clearly, we can only choose ti» tormer and 

not the latter. 


Ihe logic of this is easy for anyone to understand. When facing the real 
situation, however, there are some comrades who often overlook the total 
picture and only concern themselves with immediate material benefits and 
torvet long-range interests. They only care about increased income and 
improvement for the lives of the persons in their units and areas while 
looking down on and neglecting increases in the income of the entire country. 
ihus, they actually loc’ down on or neglect the basic improvement in China's 
standard of living. Some parents have overlooked the principle that improve- 
ment of the people's lives is necessarily gradual and resembles “the rising 
of all boats with the tide.” They depart from the state's overall plan, yet 
they want to increase living standards by leaps and bounds. This incorrect 
understanding has led to some unhealthy tendencies in economic activity, such 
as the tendency to encourage some companies to “look only at money.” For 
example, some concoct various pretexts to issue rewards and various kinds of 
"allowances"; others indiscriminately raise the price of raw and processed 
materials without authorization as each level apportions money demanded at 
every turn, fleecing the key projects. Some contracting units compete with 
the state, forcing base contract figures down, the lower the better, and there- 
by hurt national interests in favor of local interests. In this way the 
national economy will surely become unbalanced, and prices will be impossible 
to stabilize. 


Iherefore, basically speaking, the benefits that these enterprises and workers 
and staff members are getting are built upon sand and are insecure. 








“ATIONAL POLICY AND ISSIES 


CORRECT CONSUMPTION-CONSTRUCTION RELATIONSHIP DISCUSSED 
Hangzhou ZHEJIANG RIBAO in Chinese 24 Jul 83 p 1 


(Editorial: “The Corre:t Relationship Between Consumption and Construction 
Must Be Properly Understood”/ 


(TexgJ First we must eat. Then we must build. This is a basic policy that 
we must follow in our economic work. 


As early as 1981, Comrade Chen Yun explicitly pointed out, "First we must see 
to it that 1 billion people have food to eat. Second, we must carry out 
socialist construction. If we only worry about eating, the country will be 
without hope once we have eaten and used up everything. We must ensure that 
after we have food to eat, the country will still have energy left to carry 
out construction. Thus we cannot eat too poorly. On the other hand, neither 
can we eat too well, for if we eat too well, we will then have no energy for 
construction.” Comrade Chen Yun reaffirmed this policy recently. In the 
process of educating ali the masses to think about the overall situation, we 
should in light of practice repeatedly publicize this point of view. 


we certainly must eat. We certainly must also improve the lives of the people. 
Ever since the Third Plenum of the CPC Central Committee there has truly been 
a noticeable improvement in the living standards of the Chinese people. In 
the countryside the implementation of the new economic policy has resulted in 
material benefit for the broad masses of the peasantry. Moreover, there has 
been a considerable number of peasants who have become wealthy. The vast 
majority of teachers, recreation, sport and medical workers, technicians 

and government functionaries have one after another received raises in their 
wages. With the granting of monetary rewards, workers and staff members 

have also received increases in their incomes. Some workers and staff mem- 
bers will again receive pay raises this year. The state has expanded large 
amounts of funds to subsidize food, housing and transportation for urban 
resijents. The more glaring residential housing problems are starting to 
show some improvement. In sum, in terms of “eating” we are much better off 
than we were in the past. This is a fact obvious for all to see. Of course, 
the Chinese people's general standard of living is still low. The object of 
our diligence is to speed up the development of socialist construction and 
further improve the lives of the masses. It may be believed that with the 
increasing prosperity and strength of our country, our people's standard of 
living will yet continue to rise. 


ll 








he prominent Tang dynasty politician and financial manger Lu i (ji. 

6 3607 me said, “Absorbed in the immediate, lost to the distant, the verage 
an is not.” He meant that being a stickler for present gain ind | StS 
while losing sight of the larger perspective is a way of thinking and doin; 
that even the man with the most general knowledge understands | i mistake. 
ae are mmunists and serve the interests of the broadest masses. uct 
the more should we have toresight and sagacity. Every leading cadré ist 

not only himself r herself establish the idea that “the whole untry is 

one chessboard” and work hard in the interests of the overall situation, 


but must also educate every worker, peasant, intellectual and cadre 
accurately understand the dialectical relationship between construction and 
daily lite. “It production increases by a cun, life improved by a fen.” The 
extent to which the people's lives improve must not exceed the extent t 
which production improves. Increases in wages, bonuses and welfare funds 

of workers and staff members must be less than the increase in labor 
productivity, protits and government revenues. Furthermore, these increases 
r.st be linked to the general management of enterprises. Only in this way 
can we take into consideration both construction and the people's lives a: 
well as both the present and Long-range interests of the pecple. Peasants 
who have become wealituy must strengthen their national consciousness. On 
their toundation of increased income, they should bear a certain amount of 
responsibility in aiding the state's construction projects in order to lessen 
some of the state's burden. Only after the state has become wealthy can it 
expend even more funds and materials to assist agricultural production and 
further improve the peasants’ lives. In this way we will be in keeping with 
the state's interests. The broad masses of the peasants can understand this. 
In sum, we must widely carry out the education of the masses in the con- 
sciousness of the yreater good, expand our field of vision, think more often 
of the overall situation, and extricate ourselves from the narrow goal of 
pursuing only local and personal interests. We will then be able to concen- 
trate our enthusiasm and energy on the task of national construction and actu- 
illy realize the wrand objective of the four modernizations. 


17465 
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WATIONAL POLICY AND ISSIFS 


RAISE ECONOMIC RESULTS IN CIRCULA’ "ON 
HK181400 Beijing RENMIN RIBAO in Chinese 15 Nov 83 p 1 


(Editorial: “It Is Necessary To Attach Great Importance to Economic Results 
in the Field of Circulation") 


[Text] As a continuation of production, circulation is an indispensable 
part of the socialist economic movement. The departments in charge of the 
purchase, processing, transport, storage, wholesale, and sale of industrial 
and agricultural products, and the departments serving social production 
and life, are closely related to the entire national economic activity. 
Therefore, raising the economic results of various links in the field of 
circulation is a very important matter which must be grasped firmly. 
Grasping well this matter will mean a significant accumulation of and economy 
in social wealth. 


Over the past few years, under the correct guidance of the party's economic 
policies and principles, the stete commercial departments, which are the 
main body of the socialist market, have done a great deal of work and made 
great achievements in arranging and ensuring market supply and maintaining 
basic stability of commodity prices. However, we must also see that the 
economic results of state commerce ere still not good and the best results 
in history have not been attained in these years in the fields of profits, 
expenses, and the circulation of funds. Some trades and enterprises have 
suffered losses for a long time. With the development of the multi-channel 
circulation, the defects of the system and management methods of the state 
commerce, which are not capable of dealing with the changeable situations, 
have become more obvious. The “official commerce" work style widely exists, 
which has yet to be further overcome. To put it more concretely, all such 
phenomena as lacking market information, stocking unsalable goods which 
results in overstocking, establishing wholesale and commercial points in 
accordance with administrative districts, increasing expenses due to too 
many wholesale links, reducing sales volume due to bad service quality and 
attitude, and so forth, have directly affected the increasing of economic 
results and are unfavorable to production and consumption. 


The field of circulation plays the role of bridges and links in all economic 
life. The economic results in this field are often restricted and affected 
by various factors. For example, after the responsibility system with payment 
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linked to output was widely adopted ir China's rural areas, some new situations 
and new problems emerged in selling agricultural and sideline products to 
the state and in the supply of productive means. It is necessary to suit 
the transformation as soon as possible through our efforts. At present, 
the commodity sales volume of some state commercial departments and grassroots 
supply and marketing cooperatives have been greatly reduced. This is a result 
of not paying attention to management and a result of low capability in 
dealing with the changed situation. Under the circumstances in which multi- 
channels and diverse economic compositions and management methods exist at 
the same time, in order to make good arrangements for the market and to develop 
competitively, the state commerce and the supply and marketing cooperatives 
must attach importance to the study of the influence social production and 
distribution have on the field of circulation and the study of the changes 
in the level, ways, structure, and habits of consumption of both urban and 
rural residents. At the same time, they must, on the basis of accurately 
grasping changes in the market demands, adopt effective measures to make 
production suit the needs of society and to greatly improve the quality and 
management of the enterprises so that the economic results in the field of 
circulation can be effectively raised in this way. 


To make up deficits in commerical enterprises is an important link at present 
in raising the economic results in the field of circulation. In state com- 
merce, the selling prices of some important commodities which are closely 
related to the national economy and the people's livelihood, such as grain, 
oil, pork, and vegetables, are lower than their purchase prices. This is 
entirely necessary in order to ensure stability in the life of the residents 
in cities and towns, and the state has adopted a method of subsidy for these 
commodities whose losses are incurred due to the practice of policies. How- 
ever, in handling these commodities in state commercial departments, there 

is also the question of raising economic results. For example, in selling 
live pigs, losses have inc.eased in some provinces and losses have dropped 

in some other provinces, while in some other provinces, profits have increased. 
This shows that with different management methods, the results are also dif- 
ferent. The commerical departments must never slacken their efforts in 
improving management of these commodities because their losses are allowed 
due to the practice of policies. Particular attention should be paid to 
preventing such phenomenon as covering up losses due to bad management with 
those due to the practice of policies. The practice in some other areas 

also shows that losses and waste can be greatly reduced when the policies 

are correctly implemented, the consolidation is conscientiously carried out 
in enterprises, loopholes are stopped up, and financial discipline is 
strengthened. In this way, not only will the financial burden of the state 
be lightened, but also the economic results of the whole society will be 
increased. In this connection, the broad masses of staff and workers in 
commerical departments must use their brains and suggest more ways to improve 
their management and service quality. The more efforts made in improving 
management, the greater the economic results will be in the field of circula- 


tion. 








All state-owned and collective commerical departments must work hard to 
improve management and must raise economic results in a thousand and one 
ways through speeding up the circulation of funds, reducing expenses and 
consumption, and improving service quality, but must on no account infringe 
upon the interests of the state and the consumers by improper means, such 

as indiscriminately apportioning expenses, indiscriminately raising prices, 
and substituting good commodities with inferior ones, because it runs counter 
to the policies of the state and deviates from the socialist orientation 

in commerical management. From now on, all localities and departments must 
place on their agenda the important work of raising economic results in the 
field of circulation and regard it as one of the major tasks in the consoli- 
dation in commercial enterprises. They must grasp it firmly and achieve 

a remartable success in this respect. 


CSO: 6006/1684 


16 








NATIONAL POLICY AND ISSI'FS 


THEORY ON SUBSTITUTING TAX FOR PROFIT DELIVERY 
HK 160638 Beijing RENMIN RIBAO in Chinese 7 Nov 83 p 5 


[Article by Deng Ji [6772 1311 1015]: “The Theoretical Basis for the Change 
From Profit Delivery to Taxation in State-Owned Enterprises"--passages within 
slantlines published in boldface] 


[Text] Since the founding of the PRC, for a long time our country has col- 
lected revenue from its state-owned enterprises in two forms: the levy of 
“industry and commerce tax" and “profit delivery." Now, we are transforming 
the method of collecting revenue from enterprises delivering profits after 
paying “industry and commerce tax" into enterprises paying various kinds 

of taxes at the rates prescribed by the state and being able to dispose their 
after tax profits. We are going to gradually write the distributive rela- 
tionships between state and state-owned enterprises into our tax legislation. 
The theoretical foundation of the transformation from the previous practice 
of collecting revenue in the two forms of “industry and commerce tax" and 
"profit delivery” into the practice of substituting an “income tax" for 
"profit delivery"--a transformation that adds an “income tax" to the ad 
valorem tax (the industry and commerce tax) levy on state-owned enterprises 
so that the state takes part through the additional levy in the distribution 
of these enterprises’ profits--can be summed up in the following three 
aspects: 


/l. The socialist state continues to take part in the distribution of profits 
in its state-owned enterprises as an owner of the means of production./ 


The socialist state is the representative of socialist public ownership (the 
owner of the means of production) as well as an exerciser of political power. 


It is a unity of these two capacities. In order to satisfy needs in exercising 


its function, a socialist state not only must use, in its capacity as a 
political ruler, its political power to levy taxes on all public and private 
enterprises, economic units and individuals, but also must take part, in 

its capacity as the owner of the means of production (investers in the enter- 
prises), in the distribution of the profits of the state-owned enterprises 

in the form of “profit delivery" or tax collection. From this we can see 
that after the substitution of the collection of "income tax" for "profit 
delivery,” the state still takes part in the distribution of the profits 

of our state-owned enterprises in its dual capacity as the owner of the 
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means of production and as the exerciser of political power. Therefore, 
this transformation has noi changed the essence of the practice that the 
socialist state takes partinthe profit distribution of state-owned enter- 
prises in its capacity as the owner of the means of production. 


/2. <A state-owned enterprise is a relatively independent unit of the manage- 
ment of commodity production or an independent economic entity./ 


The means of production in a state-owned enterprise belong to the entire 
public and the management of its production must follow the state plans. 
However, the tens and thousands state-owned enterprises basically must inde- 
pendently manage their activities of commodity production and, at the present 
stage, must have their own relatively independent economic interests. This 
is an objective basis on which the capacity of our state-owned enterprises 

as independent units of the management of commodity production or as indepen- 
dent economic entities is founded. The aim in recognizing the capacity of 

a State-owned enterprise as a relatively independent unit of the management 
of commodity production or an independent economic entity is that in its 
capacity #6 an economic legal entity, it must implement an economic accounting 
system, be solely responsible for its own profits and losses; establish an 
economic responsibility system that combines responsibility, power, interests, 
and economic results; achieve, through production, supply, marketing, and 
transportation relatively great economic results with relatively small con- 
sumption of labor; and defray its expenditure by its income and earn profits. 
[It should hand over to the state finance department a part of its profits 

in the formof tax payments or profit delivery to fulfill its economic respon- 
sibility in accumulating funds. Then it can disopse its remaining profits 
and allocate it to new product development funds, production development 
funds, reserve funds, staff and worker welfare funds, and bonus funds. Thus, 
it can link the results of enterprise management with its own economic 
interests and those of its staff and workers, and thus impose pressure on 
itself and fill itself with incentive and vitality. 


Let us use the letter M to represent the profits of a state-owned enterprise 
(i.e. its net surplus). The letter M is then divided into four parts: 

Mi, MZ, M3, and M4, which can be defined in theory as follows: Ml denotes 
what the state levies in its capacity as the exerciser of political power, 
namely, what a state-owned enterprise pays to the state finance department 

in terms of ad varolem industry and commerce tax (the same as the industry 
and commerce tax paid by all non-state-owned enterprises in accordance with 
regulations); M2 stands for the levy on profits that is similar to the levy 
collected by the state in its capacity as the exerciser of political power 

on non-state-owned enterprises in the form of industry and commerce income 
tax (in the past, our country did not levy any “industry and commerce income 
tax" on our state-owned enterprises and this levy was included in the "profit 
delivery" of our state-owned enterprises); M3 denotes what the state levies 
in its capacity as the owner of the means of production as the part it gets 
in taking part in the distribution of the profits of a state-owned enterprise 
in the form of “profit delivery” or in the form of “income tax" payment; and 
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MA denotes the part of the profits what a state-owned enterprise retains for 
its wen disposal in its capacity as a relatively independent unit of the 
management of commodity production or as a relatively independent economic 
entity after it has paid all its taxes. In the period when a highly cen- 
tralized enterprise financial management system was implemented, after paying 
the industry and commerce tax, our enterprises handed over in the form of 
"profit delivery” all its profits ‘including MZ, M3, and M4) or most of its 
profit ‘including MZ, M3 and a part of M4). As a result, our enterprises 
lacked incentive and vitality. Since 1978, the state has expanded the 
decisionmaking power of our enterprises, reformed their financial management 
system, and adopted the measures of “sharing profits between the state and 
the enterprises” and later of “assigning all-round responsibility for profits 
and losses." However, it continued to levy in the form of profit delivery 

om our state-owned enterprises the part of profits analogous to M2 and M3 

and allow enterprises to retain the part of profits analogous to M4. This 
was 4 great step forward. Now, we have implemented the substitution of tax 
levies for profit delivery and explicitly stipulated the substitution of 
"state-owned enterprise income tax" for “profit delivery.” Thus, the "state- 
waned enterprise income tax” is the M2, and M3 of a state-owned enterprise 
while M4 is its after-tax profit after it has paid the industry and commerce 
tax, income tax, and other taxes and is the “retained profit of an enterprise" 
in its true sense. The three parts Ml, MZ, and M3 (including the industry 
and commerce tax, income tax and the transient parallel levies of "profit 
delivery,” and readjustment tax) constitute the major part of the net profit 
of a state-owned enterprise. This is the part of the “large slice for the 
state” (including the original profit delivery of the enterprise and the 
"large slice” of the increased portion of the profit). It is the economic 
responsibility shouldered by an enterprise and the pressure on an enterprise. 
The M4 constitutes only a small part of the net profits of a state-owned 
enterprise and is the part that constitutes the “medium-sized slice for the 
enterprise” and the “small slice for individuals.” This is the economic 
power (financial power) and economic interests enjoyed by an enterprise and 
where in lies the incentive of an enterprise. As long as an enterprise strives 
to increase production, practice thrift, improve administration and management, 
strengthen its accounting work, raise its labor productivity, reduce its 
costs and expenditure, and raise its economic results, all M1, M2, M3 and 

M4 will correspondingly rise and both the state and the enterprise and indi- 
vidual will benefit. 


/3. Under the new circumstances, we must enhance the role of levy in the 
form of taxation./ 


The reason why for a long time our country levied revenue on the ne! profits 
of our state-owned enterprises in the forms of “industry and commerce tax" 
and the “profit delivery” objectively lies in the innate characteristics 

of taxation and profit delivery. Taxation is particularly compulsory, fixed, 
reliable, and timely in nature compared with profit delivery. The reasons 
for this are: 1) industry and commerce tax ‘being a kind of tax on turnover) 
is compulsively and promptly collected when products are sold. This can 
ensure the timely collection of the state's financial revenue; 2) industry 


19 








and ccmmerce tax is a part of the price of products. It is levied a8 4 
ertain percentage of sales or business income. Therefore, it is not affected 
by changes in the costs of the products and, therefore, it can ensure the 
stability of financial revenue; and 3) enforcing state-owned enterprises 

to pay a tax proportional to their turnover is conducive to improving their 
administration and management and to speeding up the turnover of their funds. 
Profit delivery, on the other hand, is relatively more tlexibie. An enter- 
prise can only deliver its profit after it has paid industry and commerce 
tax. She amount -f profits it delivers varies as the amount of its profit 
varies. If an enterprise suffers a loss, it will not only be freed from 

any profit delivery, but will also receive financial subsidy from the state 
finance. Moreover, profit is calculated periodically at the end of a certain 
period ‘such as a month or a quarter), and therefore, profit delivery is 
inferior to industry and commerce tax in terms of compulsiveness, fixedness, 
reliability, and timeliness. 


We must point out that in the past, the two forms of “industry and commerce 
tax" and “profit delivery” in collecting financial revenue played an important 
role in accumulating construction funds for the state, readjusting the 
national economy, and promoting the development of social production. However, 
we should also see that because we neglected commidity production, the law 

of value and the supplementary role of the regulation of market mechanism; 
because we failed to sufficiently understand the importance of allowing our 
state-owned enterprises to operate as relatively independent economic entities 
in managing commodity production and the role of taxation as an economic 
lever; and because we mistook the form of collecting financial revenue as 
amark to initially distinguish between enterprises that are owned by the 
whole people and enterprises that are not owned by the whole people, we 
onesidedly thought that the state can only adopt the form of "profit delivery" 
and should not adopt the form of “income tax" collection in taking part in 
the profit distribution of our state-owned enterprises and that the form 

of income tax collection can only be used in levying a part of profits or 
surpluses on enterprises that are not owned by the whole people. Based on 
this belief, for a long time our country only levied an industry and commerce 
tax on Ml of our state-owned enterprises and adopted the form of “profit 
delivery" to collect all or most of the after-industry and commerce tax 
profits (MZ, M3, and M4) of our state-owne! enterprises. By so doing, we 

not only weakened the role of taxation, but also gave rise to a misunderstanding 
that regards “those that deliver their profits to the state as enterprises 
owned by the whole people and those that pay income tax as enterprises that 
are not owned by the whole people." 


Now, by expanding the role of taxation from being only 4 levy on the turnover 
of state-owned enterprises to the scope of the profit distribution there 

by shifting the collection of "profit delivery" (MZ and M3) onto a levy of 
"s\ate-owned enterprises income tax," we have enabled the part of coliection 
originally under the heading of "profit delivery" (including M3) to also 
function in a compulsive, fixed, reliable, and timely manner. This has 
enabled us to readjust under the guidance of the macroeconomic policy deci- 
sion our economy and promote the harmonious development of reproduction in 
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our society by means of initiating new taxes, readjusting tax rates, and 
granting tax exemption in coordination with pricing. As for the reason why 
we name the tax levied to substitute the previous "profit delivery" as "state- 
owned enterprises income tax," it is because we want to distinguish this 

tax from the “industry and commerce income tax" that the state levies on 
collective enterprises and thus clearly distinguish between the levies from 
enterprises of different ownership. 


Of course, taxation is not all-powerful. We should not hope to be able to 
solve all problems by switching to tax. In order to give full play to the 
proper role of the substitution of tax for prompt delivery, we need coordina- 
tion in other fields, for example, the reform of our planning, pricing, 
commerical, materials and goods, financial, banking, and labor and wage 
systems, and the correct handiing of relationships between strictness in 
planning and flexibility in practice and between centralism and decentralism. 


CSO: 4006/1486 











NATIONAL POLICY AND ISSUFS 


PRC GROWTH RATE, DEVELOPMENT STRATEGY DISCUSSED 
HK210718 Beijing GUANGMING RIBAO in Chinese 13 Nov 83 p 3 


[Article by Zhou Shulian [0719 0647 5571]: "Speed is Not the Only Content 
of the Strategic Objective of Industrial Development" ] 


[Text] Some comrades consider growth rate the only indicator of a strategic 
objective, and thus they blindly seek growth rates of output value in eco- 
nomic work. For a long time in the past, it was difficult to overcome this 
one-sided viewpoint, mainly because we had not seriously studied the major 
foundation for establishing a strategic objective. 


What is the major foundation for establishing a strategic objective? It 
should include: 1) the national condition= in China; 2) some fundamental 
matters that need to be settled some time in the distant future; and 3) the 
general laws governing industrial development and the special laws governing 
socialist industrial development. 


At the same time, the strategic objective for industrial development should 
not just involve a sole indicator; instead, it should involve a set of indi- 
cators. 


By calculation, in order to quadruple the national annual industrial and 
agricultural output value by the end of this century on the basis of improving 
economic results, growth in the following areas must be effected in indus- 
trial economic results: The average output value created by each worker 

ir. our country must be increased from 12,031 yuan in 1980 to 35,870 yuan 

in the year 2000, or be increased by 298 percent and increased by an average 
of 5.6 percent each year; the average energy consumption for producing each 
10,000 yuan of output value must be reduced from 8.18 tons of standard coal 
in 1980 to 3.71 tons in the year 2000, which means that energy consumption 
must be reduced by an average of 4.3 percent each year; the average steel 
consumption for producing each 10,000 yuan of output value must be reduced 
from 0.442 tons in 1980 to 0.2 tons in the year 2000, or be reduced by an 
average of 4.04 percent each year; the ratio of profits and taxes delivered 
by industrial enterprises to the state to their profits earned should be 
raised from 20.1 percent in 1980 to 23 percent, or be raised by an average 
of 0.8 percent each year. 
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With regard to the strategy for industrial development, priority should be 
given to the formulation of following measures: 1) measures for rationalizing 
the economic structure; 2) measures for dealing with the accumulation and 
distribution of funds; 3) measures for seeking technical progress; and 4) 
measures for expanding markets. As far as the accumulation of funds is con- 
cerned, because labor force in agriculture in our country holds a large 
proportion at present and the proportion of agricultural output value is 

also fairly large, peasants are able to contribute a part of funds for indus- 
trialization. For example, they can be accumulate funds for developing rural 
industry and transport. 


The major characteristics of Chinese-style socialist industrial moderniza- 
tion are: Under the premise that the state-owned economy plays a dominant 
role, the proportion of the collective-owned economy should be fairly great; 
on the basis of the planned economy, full scope should be given to socialist 
commodity production and the law of value; a greater proportion of industry 
should be oriented to serving agriculture and other rural undertakings; with 
priority being given to heavy industry, light industry should alsc be placed 
in an important position; traditional industry should be developed greatly 
and newly emerging industries should also develop rapidly; the introduction 
of foreign advanced technology and the transfer of technology from one field 
to another at home should be properly combined; extensive expansion of repro- 
duction should change gradually into intensive expansion of reproduction; 
industry should be gradually transferred from coastal areas to interior areas, 
with coastal areas still playing a leading role; stress should be laid on 
domestic markets, especially rural markets, with attention also being paid 

to overseas markets; enterprises have a strong motive force and have gen- 
erally practiced independent business accounting and borne sole responsibility 
for their profits and losses; towns and small cities develop rapidly, and 
this represents the main way to transfer the rural population into an urban 
population; and good economic results should be achieved together with a 
rapid growth rate. 


CSO: 4006/148 


23 








NATIONAL POLICY AND ISSUES 


BRIEFS 


NATIONAL MANAGEMENT MEETING--The first national academic meeting to exchange 
experience in modern management and the application of optimization started 
at (Jinshan) guesthouse in Shanghai on 16 November and concluded this 
morning. During the 5-day session, the participants exchanged their experi- 
ence in modern management, the application of optimal method, and the reform 
of economic system. They discussed their achievements and experience in 
their practical use. More than 80 theses were read at the meeting, most 

of them having achieved good economic results to varying degrees in produc- 
tion, construction work, and management. At the closing meeting today, 

(Li Jiadao), chairman of the Shanghai Municipal Economic Commission, and 

(Gu Quanxin), acting director of the Shanghai petrochemical general plant, 
were elected additional members of the Executive Committee of the China 
Optimal Design and Management Research Society. Excerpts] [0W211331 
Shanghai City Service in Mandarin 1100 GMT 20 Nov 83] 


CSO: 4006/148 
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PROVINCIAL WORK REPORTS 


VICE GOVERNOR ON 'GOOD' ECONOMIC SITUATION 
HK220745 Xiam SHAANXI RIBAO in Chinese 3 Nov 83 p 2 


("Excerpts" of a report by Zhang Bing, vice governor of Shaanxi Province, 
delivered on 31 October 1983: "On the Present Economic Situation in Our 
Province and Arrangements for the Work During This Winter and Next Spring"] 


[Text] Since the beginning of this year, as a result of conscientiously 
implementing a series of policies and principles of the central authorities 
and grasping both the structural reform in the organs directly under the 
provincial authorities and productionin accordance with the unified arranze- 
ments of the provincial CPC committee, our economic work has achieved a new 
development in some major fields and breakthroughs in some other fields. 

The entire economic situation in our province is good and the development 

is healthy. 


1. In the struggle against serious natural disasters, total grain output 
was yet at an all-time high. It is estimated that the total summer grain 
output is higher than last year's 9.1 billion jin, which was the highest 

in history, and that of aucumn grain will also be higher than last year‘s 
9.39 billion jin, which was also a high level in history. The total output 
of oil creps has reached 3.58 million dan, which is an increase of 10 per- 
cent over last year and is also an all-time high. The output of cotton, 
however, will drop seriously due to continuous rain and a plague of insects. 
More than 2.53 million mu of grass and 950,000 mu of forests have been grown 
in our province, and the seedlings and saplings have been growing well. 


2. The returns and the speed of growth in industry heve both increased. 

The speed of increase of the former is a bit higher than that of the latter. 
From January to September, the provincial total industrial output value 
reached 9.504 billion yuan, which was a fulfillment of 78.3 percent of the 
annual plan and an increase of 15.7 percent over the same period last year. 
The total industrial output value of the budgeted local enterprises reached 
5.056 billion yuan, an increase of 13 percent over the same period last year. 
Sales income reached 4.64 billion yuan, an increase of 11.6 percent, profits 
realized reached 556 million yuan, an increase of 22.4 percent; profits turned 
over to the state reached 253 million yuan, an increase of 26.5 percent; 
constant costs were reduced by 0.95 percent; and total loss was reduced by 
38.93 million yuan, a reduction of 44.2 percent over the same period last 
year. 
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3. As a result of firmly grasping the work of increasing production and 
income, the situation of financial income has obviously taken a favorable 
turn. The financial income from January to September reached 1.07 billion 
yuan, an increase of 11.1 percent, or 107 million yuan, over the same period 
last year. It is estimated that the annual income will reach 1.4 billion 
yuan or more. 


4. As a result of firmly grasping transformation and tapping potential, 
economic returns have been increased owing to technical progress. This year, 
the province has allotted 485.8 million yuan for 1077 local technical trans- 
formation and renewal items. By the end of September, some 315.68 million 
yuan had been used in these items. It is estimated that the annual produc- 
tion capability will be enlarged by more than 200 million yuan. Eighteen 
products and projects have been given the state quality awards, ranking our 
province ninth in the country, side by side with Sichuan Province. This 

is the year in which we have received most quality awards from the state. 
More than 1,000 new products have been produced, of which 286 were selected 
as good products in the national new products exhibition. At the same time, 
eight groups have been named as outstanding quality control groups. 


>. Both buying and selling are brisk in the prosperous urban and rural 
markets. From January to September, total retail sales reached 4, 364.17 
million yuan, an increase of 7.6 percent over the same period last year. 

By the end of September, total purchases of agricultural and sideline 
products reached 1.01 billion yuan in our province, which was an increase 

of 10.8 percent over the same period last year. The supply of agricultural 
productive means has been increased by a big margin, with total retail sales 
of 750 million yuan in the first 9 months, an increase of 15.8 percent over 
the same period last year. From January to September, the total retail sales 
of the collective commerical departments reached 403 million yuan, an increase 
of 54.7 percent over the same period last year, and those of the collective 
catering trade increased by 16 percent. The cumulative total of purchases 
for foreign trade was 451.8 million yuan, a fulfillment of 83.8 percent of 
the annual plan and an increase of 11 percent over the same period last year. 


The scope of capital construction has been strictly controlled so as to speed 
up the construction of key projects. An overall checkup has been made on 

the projects under construction, and the construction of 78 unplanned projects 
has been suspended. As to those projects which have been put under construc- 
tion blindly, which are duplications of other projects, and which must not 

be built due to unripe conditions, 15 of them have been suspended and the 
construction of 14 has been postponed. The construction of all the 24 
projects originally planned to be put under construction this year, but which 
had not yet been started by the end of August, must not be started. Thus, 
34.23 million yuan have been retrenched in our investment. While controlling 
the scope of capital construction, the construction of key projects has been 
speeded up and the returns on our investment have been raised. The planned 
annual investment in 56 key projects this year constitutes 42.4 percent of 
the total annual investment. 
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/. New progress has been achieved in the reform of our system. This year, 
we have mainly grasped three mattersin the reform of our economic system. 

1) We have adopted system of substituting taxes for delivery of profits. 
Since 1 July this year, we have adopted the system of substituting taxes 
for delivery of profits in all the 799 industrial enterprises and 1,604 com- 
mercial enterprises in our province. 2) We have continued the reform of 
the system of rural supply and marketing cooperatives. At present, experi- 
ments have been carried out in 903 grassroots cooperatives, making up 46.5 
percent of the total number of cooperatives in our province. 3) We have 
established and perfected the economic responsibility system in the enter- 
prises. In the course of enterprise consolidation, the economic responsi- 
bility system has been adopted and perfected in a positive manner in indus- 
trial enterprises. The contract responsibility system has been adopted by 
80 percent of the collective industrial enterprises in their management, 
and various forms of management responsibility system have Le«> adotped in 
more than 80 percent of commerical, supply and marketing, and grain enter- 
prises. 


As government administration and commune management have been separated, 

the experimentation for establishing the township power organ has been stepped 
up. Now, in the whole province, the experiment has been carried out in 442 
communes and townships of 52 counties and prefectures, and 541 township power 
organs have been established. However, there are also many unfavorable 
factors and weak links in the economic work in our province. Serious natural 
disasters have brought about a devastating loss in some localities and con- 
tinuous rains have also caused serious losses over a vast area. The task 

of promoting production to tide over natural disasters is very arduous, which 
adds great pressure and burdens to our financial work. Although both the 
speed of industrial development and the economic returns have been increased, 
they are just sufficient for the rehabilitation of the economy. In addition, 
the development is uneven. It is also an arduous task for the state enter- 
prises to make up deficits and increase surpluses. Judged from the guiding 
ideology in our economic work, some problems in our understanding, such as 
attaching importance to making policy decisions in management, organizing 
production according to the needs of society, promoting technological progress, 
and enhancing the ability to dealing with emergencies have not yet been com- 
pletely solved. 


The general requirements for the provincial economic work in the fourth 
quarter of this year are: to further strengthen leadership, to continue 

to organize production and management with raising economic returns as the 
central link, to ensure the continuous increase of both economic returns 

and the speed of development, and to fulfill or overfulfill the annual plan 
by every possible means and in an all-round way, so as to make preparations 
for the production in various fields in the first quarter of next year. 
While doing a good job in various fields, priority should be given to pro- 
moting agricultural production, and further efforts should be made in tiding 
over natural disasters. In industrial production, it is necessary to con- 
tinue to take raising economic returns as the central task and to fulfill 
this year's plan in an all-round way. It is necessary to make further efforts 
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to grasp firmly the financial work and to ensure the overfulfillment of 
financial revenue. It is necessary to speed up the construction of key capi- 
tal construction projects and technical transformation projects and to 
increase the returns on our investment. It is necessary to make good arrange- 
ments for both urban and rural markets and to do a good job in the supply 

of vegetables this winter and next spring. 


We are determined to take the spirit of the 2d Plenary Session of the 12th 
CPC Central Committee as a motive force, to fully mobilize the initiative 

of the bad masses of cadres and people, to boost our spirits, to work hard, 
andto fight to achieve greater successes in the economic work in our province. 


CSO: 4006/1456 
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AGGREGATE ECONOMIC DATA 


BRIEFS 


MONEY-LOSING ENTERPRISES--Beijing, 27 Oct (XINHUA)--The No. 3 experimental 
issue of "ZHONGGUO JIXIE BAO" [CHINA MACHINERY NEWS] published today has 
announced the namelist of the 16 enterprises under the departments of machine 
building industry that suffered a loss of more than 1 million yuan from 
January to September this year. Among the 16 enterprises, 3 suffered a loss 
of more than2 million yuan; they are Qiqihar No. 2 Machine Tool Plant, 
Shenyang Tractor Plant, and Dong Feng Electric Machinery Plant. "ZHONGGUO 
JIXIE BAO" was transformed from "JIXIE ZHOUBAO" [MACHINERY WEEKLY]. It will 
be formally published twice a week, in quarto, starting 1 January 1984. 
{Excerpts] [0W081936 Beijing XINHUA Domestic Service in Chinese 0853 GMT 

27 Oct 83 OW] 


GUIZHOU INDUSTRIAL PROGRESS--According to departments directly under the 
provincial authorities, the province's industrial output, economic results 
in industry covered by the budget, and revenue have grown rapidly in the 
first 10 months of this year compared with the same period last year. Total 
industrial output, which rose by 19.8 percent last year, rose by 20.7 per- 
cent in the first 10 months of this year. Output growth in enterprises 
directly under the central government and those directly under the province 
has increased by 30.2 percent and 22.1 percent, respectively. The rise of 
economic results in industry covered by the budget exceeds output growth. 
Output value of these industries, which rose by 29.3 percent last year, rose 
by 22 percent in the first 10 months of this year, while sales income, which 
rose by 23.8 percent last year, has increased by 25.4 percent. Profits and 
taxes yielded per 100 yuan of output value have increased from 23 yuan last 
year to 25 yuan. The turnover period of circulating capital has been 
shortened by 19.5 days. Following a 118 percent increase in tax delivery 
last year, the province has delivered 33.5 percent more tax this year. The 
province's revenue has increased by 30 percent this year, on the basis of 
the 16.6 percent rise last year, and has already reached the figure for the 
whole of last year. Total revenue over the year is expected to rise by 150 
million yuan over last year. [Summary] [HK211454 Guiyang Guizhou Provincial 
Service in Mandarin 2300 GMT 11 Nov 83 HK] 
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GANSU INDUSTRIAL PRODUCTION--By the end of October, the province had fulfilled 
55.9 percent of this year's quota for total industrial output value, repre- 
senting an increase of 12.5 percent over the same period last year. October's 
industrial output value was an all-time high. This year's quota has been 
fulfilled in 33 products. The mechanical industrial department and the elec- 
tronics industrial department have overfulfilled this year's quotas by 6 
percent and 14 percent, respectively. Their profits achieved increased by 

120 percent and 350 percent, respectively, as compared with the same period 
last year. The total energy output was some 10 million tons, an increase 

of 5 percent compared with the same period last year. [Summary] [HK211456 
Lanzhou Gansu Provincial Service in Mandarin i100 GMT 10 Nov 83 HK] 


QINGHAI INDUSTRIAL PRODUCTION--According to statistics, October's industrial 
output value in enterprises included in the provincial plan amounted to 122 
million yuan, an increase of 10.6 percent compared with the same period last 
year. By the end of October, the province's industrial output value had 
reached 1.163 billion yuan, an increase of 9.5 percent over the same period 
last year. [Summary] [HK211456 Xining Qinghai Provinical Service in 
Mandarin 1100 GMT 12 Nov 83 HK] 


GUANGDONG REVENUE INCREASES--The amount of revenue in Guangdong Province 

in September and October this year was 190 million yuan more than in the 

same period last year, an increase of 31 percent. The grand total of revenue 
in the whole province from January to October this year was 4.46 percent 

more than in the corresponding period last year. The situation of a drop 

in provincial revenue from January to August this year was changed. [Summary] 
[Guangzhou Guangdong Provincial Service in Cantonese 1130 GMT 14 Nov 83 HK] 


GUANGDONG ENTERPRISES REDUCE DEFICITS--The number of enterprises in Guangdong 
Province which incurred losses dropped from 1,028 in the period from January 
to October last year to 880 in the period from January to October this veaor, 
a reduction of 11.03 percent. The amount of losses dropped from 165 million 
yuan to 156 million yuan, a drop of 2.75 percent. The amount of profits 
increased from 1,29/ million yuan to 1,317 million yuan, an increase of 2.24 
percent. [Summary] [Guangzhou Guengdong Provincial Service in Cantonese 
1130 GMT 14 Nov 83 HK) 


SHANXI INDUSTRIAL DEVELOPMENT--Shanxi industry has continued to grow well 
this year. Total output value from January to October was 12,428,000,000 
yuan. Output plans for 48 out of 70 major products were fulfilled. Quality 
of products has risen steadily. Average output value per worker in enter- 
prises under ownership by the whole people was 1,733 yuan, an increase over 
the same period of last year. [Summary] [Taiyuan Shanxi Provincial Service 
in Mandarin 2300 GMT 23 Nov 83 HK] 


CSO: 4006/148 
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ECONOMIC MANAGEMENT 


TAXES SUBSTITUTED FOR PROFITS IN ZHEJIANG'S STATE-RUN ENTERPRISES 
Hangzhou ZHEJIANG RIBAO in Chinese 24 Jul 83 p 1 


Grticle by He Yu'an: "The Comprehensive Substitution of Taxes for Profits 
in Zhejiang’s State-Run Enterprises Begins: More Than 5,000 Enterprises Have 
Handed More than 60 Million Yuan in Income Taxes to the State on Schedule™/ 


[Text] All of Zhejiang's finance departments, tax departments and departments 
in charge of enterprises are earnestly launching investigations of the 
substitution of taxes for profits in state-run enterprises and are calculating 
and handling registration and appraisal of taxpayers’ declarations. Through 
3 June, more than 5,000 of Zhejiang's state-run enterprises paid income tax 
to local tax orgaas according to the schedule set by law. The coffers thus 
received 62.54 million yuan, of which 2.34 million came from central-level 
enterprises, 6.84 million from province-level enterprises and 53.36 million 
from enterprises at the local, city and county levels. Before 27 June, 4 
county and local enterprises in Zhoushan Prefecture paid nearly 3 million 
yuan in income tax to the state treasury. 


‘hejiang's state-run enterprises have substituted taxes for profits for 1 
month now, and already we can see some early results. The state fixes in the 
form of tax revenue that portion of profit which enterprises should pay to it. 
Thus the state possesses legally mandatory and binding force. High-profit 
enterprises retain much of their profit. Those with little or no profit re- 
tain little or none. In this way, the pressure on enterprises has increased, 
and they have been given motivation and vigor. Hence enterprises will be 
spurred to improve management and administration constantly and enhance 

their economic results. 


In the process of starting substitution of taxes for profits everywhere, more 
than a few enterprises have initiated the payment of taxes to the state. The 
Hangzhou Rubber Plant paid its June taxes of 1.39 million yuan on schedule. 
At the same time, it paid the 1.676 million yuan that it had owed for the 
period from January to May. The Hangzhou Boiler Plant used to stress its 
difficulty in the turnover of funds. It had not paid a single cent from the 
profit that it had made in the period from January to May. On the day after 
the issuance of the State Council's documents about substituting taxes for 
profits, the plant voluntarily paid 137,500 yuan in’ income taxes to tax 
organs. After the Changxing County Silk Factory substituted taxes for profits, 
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it settled its debt to the state for the period from January to June 

with a single tax payment of 69,850 yuan. The Yangjiashan Cement Plant in 
Changxing County settled its debt to the state for the same period with a 
single tax payment of 71,939 yuan. After Dinghai County substituted taxes 
for profits, its enterprises reported the following: substitution of taxes 
for profits was good; tax rates were fixed; policy was stable; and the 


people's minds were at rest. Hence they are even more confident about 
running enterprises well. 


Now, everywhere in Zhejiang we have entered into the phase of checking and 
ratifying enterprises’ profit-retention levels and of transferring enterprises’ 
January-May substitution of taxes for profits settlements. 


12465 
CSO: 6006/764 
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ECONOMIC MANACEMENT 


JINGJI YANJIU ON MANACEMENT IN VALUE TERMS 
HKO51248 Beijing JINCJI YANJIU in Chinese No 10, 20 Oct 83 pp 18-21 


[Article by Zheng Hongqing [6774 3163 1987] of the State Economic Systems 
Reform Committee: "On Shifting the Emphasis of Management From Physical 
Terms to Value Terms”--"written in June 1983") 


[Text] I 


So long as commodity relations exist, the social reproduction process 

will inevitably be a unity of the movement of physical things and value 
movement. At the present stage in our country, not only do commodity 
relations exist, but we are also vigorously developing the production and 
exchange of commodities. Therefore, there must be two categories of national 
economic management: management in physical terms and management in 

value terms. These two categories supplement each other. However, if we 
specifically examine the guiding ideology, content, and methods of manage- 
ment, we find that there is, after all, a question of which of them should 
be mainly relied on. 


Relying mainly on management in physical terms means that the equilibrium 
between the output and demand of individual products is taken as the 
primary objective of planned managenent, and the formulation of plans 
concerning various physical things is taken as the focus of the planning 
bodies’ work. With regard to management methods, economic activities 

are controlled and regulated minly by the transmission of physical targets 
down to various lower levels and by the distribution and allocation of 
goods and materials. Under this management method, there must be specific 
agents to accept and fulfill plans concerning physical things. As a 
result, corresponding to various major categories of products, various 
specialized departments have appeared. Another result is that the motive 
force behind the enterprises’ fulfillment of plans comes from higher 
authorities, various physical targets are inevitably directives in nature, 
and administrative power and administrative means are necessary to ensure 
fulfillment of plans. 


Relying mainly on management in value terms means that the movement of 
funds and money as a form of value is taken as the main object of planned 
management, and the distribution and allocation of social products are 
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indirectly regulated mainly through the distribution and regulation of 
funds and money. The focus of the planning bodies’ work lies in national 
income distribution and the achievement of comprehensive equilibriur 

in fiscal funds, credit, and market activities. The limits of directive 
physical targets are prescribed by necessity, and economic activities are 
more frequently regulated by economic levers such as pricing, taxation, 
credit, and so on. This management method calls for a powerful comrpehensive 
economic management department. The number of specialized departments can 
be appropriately reduced. The motive force behind the fulfillment of 
plans is mainly inherent in the enterprises. CGuldance plans become an 
important and effective means of management. To sum up, management in 
value terms is more comprehensive and Indirect than management in physical 
terms. To rely mainly on the former is to rely mainly on comprehensive 
management and indirect management. 


It must be stressed that relying mainly on management in value terms is 
not contradictory to management in physical terms. Neither precludes 

the other. In the foreseeable future, directive physical targets cannot 
be completely eliminated. At present, under the condition that there is 

a grave shortage of certain major categories of goods and materials, 

and the efficiency of the economic regulatory system is low, the direct 
assignment of directive physical targets to lower levels in a minority of 
cases is the more indispensable to ensuring satisfaction of the basic needs 
of production and livelihood. 


Because ideologically speaking, the significance of commodity and money 
relations in the socialist period has been underestimated, therefore, in 
certain aspects, planned economy under the condition of socialist production 
of commodities has been regarded as identical to planned economy under 

the condition of the communist production of products. Because of this 
and other social and historical reasons, over many years in the past, 

our country's national economic management basically has relied mainly 

on management in physical terms. Practice has proved that this management 
method has many defects and limitations. First, it weakens the state's 
ability to manage, control, and regulate macroeconomic activities and it 

is disadvantageous to a satisfactory achievement of comprehensive equill- 
brium in the national economy. If we rely mainly on management in physical 
terms, the planning bodies will overly busy themselves with the distribution 
of, and the achievement of equilibrium in, individual products. They will 
be bogged down in heavy routine work. Thus, they certainly cannot devote 
all their efforts to planning the overall management of the national 
economy or to achieving equilibrium in three major areas: finance, credit, 
and market activities. This situation is actually tantamount to grasping 
less important things at the expense of the most important thing, so that 
grave disporportion is likely to occur. A particularly harmful effect is 
that this management method can promote the establishment of numerous 
departments and the isolation of various sectors from each other, leading 
to a situation of “centralization without unity" in management by the 
central authorities. In the arena of production, technology, capital 
construction, and so on, various departments form isolated systems, leading 
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to blind production and duplicate construction, so that it is difficult 

for the state to effectively control the scale and orientation of invest- 
ment. Second, relying mainly on management in physical terms would easily 
lead to disparity between output and demand. Thus, not only would large 
quantities of resources be wasted, but consumers’ complicated and changeable 
demands will not be satisfied. There are millions of products in society. 
However many or detailed the physical targets are, it invariably happens 
that due consideration cannot be given to all products simultaneously. 
Moreover, targets transmitted from higher authorities to lower levels often 
fail to cope with changes in demand, but the enterprises are not empowered 
to readjust the orientation of production according to market demand and 
supply. Consequently, the excess supply of certain products cannot be 
reduced, while the output of products in short supply cannot be increased, 
so that in our economic life, the prolonged overstocking of some products 
and the prolonged shortage of others have become common phenomena in our 
economic life. 


Third, if we rely mainly on management in physical terms, the enterprises’ 
initiative is often excessively stifled, so that it is difficult to fully 
bring the enterprises’ enthusiasm and creativity into play and the enhance- 
ment of socioeconomic benefits is affected. The enterprises take the 
fulfillment of directive physical targets as their principal task. 
Insulated from the market, they are concerned about production but not 
marketing, and they pay attention only to fulfilling plans concerning 
physical things at the expense of improving product quality, lowering 
costs, increasing profits, and replacing old generations of products with 
new ones. If this passive role of the enterprises as basic production 
and operational units remains unchanged, it will be very difficult to 
raise the overall technological and management standards of our national 
economy. 


To sum up, under the condition of socialized large-scale production and 
production of commodities, the management method of relying mainly on 
management in physical terms is disadvantageous to controlling major 
aspects of the national economy while allowing flexibility for minor aspects; 
it is disadvantageous to the vigorous development of the production and 
exchange of commodities and to rational distribution and economizing of 
social labor. To opportunely discard this method and to take the new path 
of relying mainly on management in value terms, with management in physical 
terms integrated with management in value terms, constitute an objective 
requirement of the enhancement of socioeconomic benefits, and consequently 
constitute an important task which we must study and resolve in our 
current economic system reform. 


IT 


The aim of relying mainly on management in value terms is to simplify our 
work and shake off tedious tasks; that is, we should concentrate our 
efforts to achieve effective control of major economic activities which 
are important to the overall situation, and to formulate an overall 
"framework" for the development of the entire economy; and, under this 
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precondition, we should allow the enterprises greater freedom to carry 

out activities on their own, so that the requirements of both “equilibrium” 
and “motive force” can be more satisfactorily fulfilled. This management 
method has rich specific content. From the macroeconomic viewpoint, we 
Should mainly grasp the following three key links. 


First, the focus of the state's planaed management must be really placed 
on the rational distribution of national income. 


The distribution of national income (including primary distribution in 

the realm of material production, and redistribution exercised mainly 
through fiscal channels) is actually a planned distribution of social 
products after the deducting of material compensation, which is administrated 
by the state of some value-related means. It is a constraint on the 
proportional relationships of various aspects of the national economy, 
particularly the proportional relationship between accumulation and consump- 
tion. Moreover, to a great extent, it determines the relative interests 

of the central authorities, the localities, the departments, the enter- 
prises, and the individuals; therefore, it greatly influences various 

links of social reproduction and the overall situation of the national 
economy. It has the role of bringing out the essentials of national 
economic management. Grasping it is tantamount to grasping the core of 

that type of planned management whereby we rely mainly on management in 
value terms. 


The primary distribution of national income is the basis of redistribution. 
The prime question in primary distribution is the determination of a 
rational proportion of fiscal revenue in total national income. The 
determination of this proportion provides a rough guideline for determining 
both the proportion between accumulation and consumption and the proportion 
of distribution between the state, the collective, and the individual 
workers; it is also a precondition for achieving equilibrium in finance, 
credit, and market activities. In determining this proportion, we must 
consider both necessity and feasibility. Here, the first constraint is 
social labor productivity or the proportion of surplus products. In our 
country, labor productivity is low in industry and even lower in agriculture. 
The quantities of surplus products are very small. Therefore, the propor- 
tion of fiscal revenue in our national income cannot be very high. If 

it is too high, the resources of the enterprises will be excessively 
drained away, so that they will become incapable of developing on their 
own; and the workers’ income will not be reasonably increased. Conse- 
quently, the motive force behind economic development and the vigor of 
economic development will be reduced and the state's source of revenue 

will wither. A relatively appropriate method is that we can first deduct 
from our national income the necessary increase in consumption funds as 
well as the funds necessary for the transformation of enterprises, and then 
we can use the remaining portion to do what can thus be afforded; key 
construction projects can only be appropriately planned within this limit. 
On the other hand, we must not pay attention to the present situation alone 
and excessively lower the proportion of fiscal revenue, otherwise, the 
state's financial resources will be overly decentralized, the carrying 
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out of key construction projects cannot be ensured, and the normal 
exercise of the state's functions may even be affected. In light of past 
experience and current needs and feasibility, it is relatively appropriate 
for fiscal revenue to take up 28 percent or a slightly higher percentage 
of the national income. 


National income redistribution directly determines the scale of economic 
construction and the structure of sectors and industries. It is a 
constraint affecting equilibrium in the economy for the current year. 
Moreover, it affects future equilibrium and development. The most 
important question here is a rigorous control of the overall scale of 
capital construction investment. If this scale is too large, fiscal 
deficits inevitably will occur, leading to a deficit in the balance of 
credit receipts and payments and an increased issue of money, so that 
equilibrium between social purchasing power and the quantities of 
cormodities supplied is upset and shortage and confusion occur in economic 
life. To cure this chronic malady of our national economy, we must 
promptly formulate comprehensive investment plans on the basis of readjusting 
national income distribution relations, and formulate overall plans 
concerning the use of budgeted funds, unbudgeted funds, and bank loans for 
capital construction. Of course, if this problem is to be basically 
solved, an overall reform of our economic systems must be carried out, so 
that investors can really be responsible for their investment decisions 
and bear economic risks. 


Second, the conscious use of economic levers must be taken as the principal 
means of fulfilling planned targets. 


Various economic levers belonging to the category of value, such as 
pricing, taxation, credits, wages, and so on, play an important role in 
regulating equilibrium between output and demand, changes in industrial 
structure, circulation of funds and material things, and national income 
redistribution. With regard to the means and methods of management, 
relying mainly on management in value terms means that we must reduce the 
direct assignment of directive physical targets to lower levels and we 
must more frequently use economic levers to strengthen the planned manage- 
ment of our national economy. 


The use of economic levers is closely related to the interests of various 
quarters of society. A readjustment of a lever's role can promote some 
economic units’ interests and adversely affect other units’ interests. 

Und r the condition that economic units have independent economic interests 
and workers’ income is directly linked to the results of collective opera- 
tion, response to the results of economic levers will inevitably be 
sensitive. If the state can consciously grasp and readjust economic levers' 
role and orientation; if it can encourage those economic activities that 

are beneficial to our national economy and the people's livelihood while 
restricting those economic activities which contradict overall interests, 
then, the production activities and operation of the millions of enterprises 
can be guided onto the path of planning. 
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Some people may think: Is it not more convenient to directly govern the 
enterprises’ activities by directive plans? It cannot be denied that 
within necessary limits and under certain specific conditions, the use of 
directive plans or even administrative decrees will quicken results. 
However, if these are used on an overly wide scale, the outcome will be 
different. First, the enterprises will be in a passive position and will 
not be able to satisfactorily develop their enthusiasm and creative spirit; 
and second, economic units may in various ways take advantage of loopholes 
in directive targets, so that the effectiveness of these targets would be 
greatly reduced. Therefore, regulation by economic levers is more 
appropriate for the bulk of general economic activities. For example, 
over a number of years in the past, directive targets concerning sown 
areas were often assigned to lower levels so that plans for the state 
purchase of cotton and rapeseed could be fulfilled. However, because the 
State purchase prices were too low, the peasants were only willing to grow 
cotton and rape on poor land so that good land could be set aside for 

more profitable crops. Consequently, year after year, it remained very 
difficult to fulfill state purchase plans. Since the raising of the state 
purchase prices in 1980, the output of cotton and rape has increased 

year after year and state purchase plans have been overfulfilled, though 
there have not been stipulations about sown areas. 


It should be noted that the use of economic levers must be consistent with 
macroeconomic goals. Otherwise, the phenomenon of "negative regulation" 
will occur. For example, if we adopt the policy of low prices for energy 
resources when there is a macroeconomic need to economize energy resources, 
then, in actuality we are encouraging waste. To reduce such contradictions, 
it should be clearly laid down that jurisdiction over the formulation of 
policies concerning prices, taxation, credits, wages, and so on, should 
mainly rest with the central authorities. In formulating plans, the 

State Planning Commissiou should plan the use of a complete set of various 
economic levers so as to ensure the fulfillment of planned targets. In 
readjusting prices, taxes, and so on within their own jurisdiction, various 
localities and departments must accept the guidance of state plans and 
policies. If some requirements affect the overall situation, they should 
report this to the relevant departments under the CPC Central Committee 

so that coordinating measures can be taken in a centralized way. 


Third, the banks" role in national economic management must be further 
strengthened. 


As a hub of movement of funds and money, the banks are in a particularly 
important position in the management of the national economy in value 
terms. By organizing the release and withdrawal of money in a planned 
way, banks can make the quantity of money circulated roughly compatible 
with the quantities of commodities and services supplied, thus bringing 
about an equilibrium between aggregate social demand and aggregate social 
supply, so that the overall level of commodity prices can be basically 
stabilized. Moreover, through such means as controlling the orientation 
in the supply of loans, charging differential interest rates, and so on, 
banks can guide the orientation of investment and promote technological 
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transformation and readjustment of the industrial structure. Because 
interest must be added to principal in the repayment of loans, therefore, 
objectively, the enterprises will be induced to carry out economic 
accounting more rigorously, the turnover of capital funds will be quickened, 
and the results of use of capital funds will be improved. The banks’ 

branch organizations are located all over our country. They have business 
contacts with every enterprise. They have an earlier and more concrete 
knowledge of the enterprises’ production activities and operation, of 
changes in market demand and supply, and so on. Thus, they can appro- 
priately exercise inspection and supervision, transmit economic information, 
and provide advisory services. No other organizations can replace the 

banks with regard to many of these functions and roles. From the long- 

term viewpoint, the banks’ positive role in national economic management, 
including the management of investment in fixed assets, should continue 

to be vigorously enhanced. 


Over many years in the past, we have adopted a conservative attitude toward 
using banks for national economic management, and the banks’ business 

has been limited to a narrow scope, with the banks alnost becoming the 
financial departments’ cashier offices. Over the past several years, with 
the initial reform of our economic systems, some investments have been 
financed on a trial basis by loans instead of by allocation, and banks 

have been permitted to grant some long-term and short-term loans. This 
orientation is correct. However, this has given rise to a certain degree 
of failure to control loans and the problem of further expansion of capital 
construction has been aggravated. Nevertheless, this problem can be 

solved only by strengthening macroeconomic guidance, incorporating plans 
concerning loans into comprehensive investment plans, and quickening the 
reform of our banking system. We must never give up and return to the 
beaten track, like giving up eating for fear of choking. 


III 


The change from relying mainly on management in physical terms to relying 
mainly on management in value terms will be a major reform of our country's 
system of planned management. Various conditions are necessary for this 
change. Here, two points must be stressed: First, we must have a rational 
pricing system. As the monetary expression of a commodity's value, price 
is the objective measure in the calculation and distribution of social 
labor. If price deviates far from value and cannot be opportunely 
readjusted, then the movement of funds and money will be divorced from the 
movement of physical things; it will be impossible to make a comparative 
analysis of input and output; the results of the enterprises’ operation 

and the individuals’ contributions in work will not be accurately reflected; 
and, various categories of economic information will be distorted. Under 
this condition, management in value terms will be ineffective and may 

even bring about negative effects. The rationalization of the pricing 
system is a dynamic process and can be gradually achieved only by two 
means: Regular readjustments of planned prices, and extending the scope 

of pricing by agreement and freeing pricing, which are mainly affected by 
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demand and supply relations. Currently, our irrational pricing system 

has become the main obstacle to the in-depth development of our economic 
system. We should adopt a more positive attitude toward the reform of our 
pricing system and commodity prices management system. Second, we must 
have a sound economic supervisory and inspection system and a large 
contingent of economic management personnel. Relying mainly on management 
in value terms promotes the enlivening of the economy. Correspondingly, 
economic supervisory and inspection work must closely keep pace with this 
development if the economy is to be “enlivened without confusion.” 
Departments at various levels in charge of this work, such as the statis- 
tical, auditing, taxation, banking, industrial management and commercial 
management departments, are weak and must be promptly strengthened. The 
law must clearly lay down the relatively independent status of economic 
supervisory and inspection departments, so that they can be free from 
inappropriate interference from leading party or administrative bodies and 
can vigorously start working on their own. Relying mainly on management 
in value terms is a complicated art of management. It requires our 
contingent of cadres, particuarly leading cadres, to possess deeper 
knowledge and to attain a higher standard in management. If this condition 
is not fulfilled, management will still be unsatisfactory even if we have 
correct policies and rational regulations and systems. 


CSO: 4006/152 
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ECONOMIC MANAGEMENT 


RENMIN RIBAO ON ENTERPRISE READJUSTMENT 
HK180838 Beijing RENMIN RIBAO in Chinese 14 Nov 83 p 1 


(Editorial: "Readjust the Organizational Structure of Enterprises Systemati- 
cally and in a Planned Way") 


[Text] Since putting into effect and carrying out the principle of read- 
justing our national economy, the state has stopped or changed the production 
of a number of raw materials, and has closed and merged a number of enter- 
prises which consumed very large amounts of energy, engaged in poor quality 
products’ and duplicate production, and which incurred losses over a long 
period of time. At the same time, we have organized a number of enterprises 
to merge into various professional companies, central factory offices, or 
economic integrated systems. Facts have showed that, through this method, 
we can improve the professional production standard of enterprises as well 
as promoting the development of rationalization of organizational structure 
among some enterprises. However, our work on readjusting enterprises is 
just the start. Some areas and trades still have not carried out the work 
of readjustment, while most ot the enterprises are still practicing “large 
and comprehensive" and "small and comprehensive," and are in a low level 

of specialization, resulting in serious wastage in production. This situa- 
tion must be changed through the work of systematically readjusting enter- 
prises and acting in a planned way. 


The most outstanding problem at present is: When there is a product which 
sells well, is taxed less, and brings in big returns, some departments or 
areas will then proceed from partial and local interests, and blindly build 
factories regardless of the state plan. They may even show no consideration 
for the enterprises which have been organized and assigned production targets, 
but spena large amounts of capital to build new factories which duplicate 

the existing ones. As a result, the production scale of some products goes 
out of control, and production capacity exceeds the needs of society. For 
example, take the manufacturers of bicycles, watches, and sewing machines. 
There are 57 bicycle factories assigned by the state, but the present actual 
number is 140; whereas there are 46 watch factories assigned by the state, 
but the actual figure is 77; and there are 63 assigned sewing machine 
factories, but the actual figure is 167. These additional factories continue 
to use comparatively backward equipment and technology. Therefore, they 

lack competitiveness after starting operation and their products are 
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unmarketable. Some of them are forced to subsist on loans while others are 
forced to cease production. Consequently, there is an enormous wastage in 
manpower material, and financial rescurces of the whole society. The Jinzhou 
bicycle factory, an additional factory, was forced to stop production due 

to its production of poor quality products at high price. Thus, over 10 
million yuan of factory building investment was wasted. 


Furthermore, some areas make use of locally-produced raw materials under 

the pretext of bringing local advantages into play, and establish many small- 
scale cigarette factories, breweries, textile factories, sugar refineries, and 
and canneries. Because of congential deficiency, backward technology, high 
consumption of raw materials and energy resources as well as low management 
standard, these simply and thriftily established enterprises are actually 
producing products of poor quality with fine raw materials. But many large- 
scale factories which possess advanced equipment and technology lack suffi- 
cient raw materials. Judging from the benefit of the whole society, this 
practice of squeezing the fine enterprises with the poor ones is unprofitable. 
If we do not determinedly readjust the organizational structure of enterprises 
and dw not conscientiously organize production in line with the method of 
specialized cooperation, our microcosmic benefits which are gained thorugh 
arduous work will be offset by this kind of wastage under this macrocosmically 
irrational economic situation. 


We should proceed from the maximum macroeconomic results and act in the spirit 
of retorm. From now on we must systematically readjust the orgenizational 
structure of enterprises and act in a planned way. Regarding those enter- 
prises whose production capacity exceeds the need of society in view of the 
state as a whole, whose production falls short of assigned targets, whose 
products are unmarketable, or those enterprises which compete with advanced 
enterprises for energy resources, raw materials, and transport capacity, 

and those poor enterprises which squeeze fine ones, we must desperately and 
resolutely implement the principle of closing and merging the enterprises, 
and stopping or changing their production, so as to transfer the energy 
resources and raw materials to the advanced enterprises for production. 

Since August last year, Jilin Province has been assigning production projects 
to the enterprises. Out of 567 enterprises from 12 trades, 334 enterprises 
are assigned with projects while 233 enterprises have been eliminated. 

The province has assigned economic targets based on product variety, scale, 
personnel, and technology of the enterprises. Any enterprise which cannot 
reach the assigned target within the schedule will have its target rescinded. 
This measure has shown to be effective. 


We must treat the practice of professional cooperation as an important con- 
tent of enterprise readjustment, and break the system of ownership by the 
department. Then, we can bring into play the advantages of the socialist 
economy. We should start with economic zones and central cities, give 
priority to backbone enterprises which produce famous-brand products or 
finished products, and gradually carry out professional cooperation through 
planning, reorganizing, and integrating, in accordance with the principle 
of economic rationality. Karl Marx said: "Simple cooperation may also 
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produce a great result." Since the Tianjin Radio Joint Company has organized 
professional cooperative production, systematically concentrated its appli- 
cation of technical force, and promoted technological advancement and tech- 
nologi al reform, its economic results have been greatly improved. This 
experience shows that this thesis of Karl Mavx is very correct. When we 
organize professional cooperation, we must conscientiously readjust and con- 
solidate enterprise structure and product structure of the original enter- 
prises, and must not group the profitable enterprises together with the loss- 
incurred enterprises. This is because, by acting in this way, the loss- 
incurred enterprises will "seize the profit of profitable enterprises," and 
cut down the economic results of the whole society. When carrying out enter- 
prise readjustment and reform, all provinces must pay attention to doing 

well in the cooperation work of all central cities in their provinces. They 
should avoid letting each city develop its "small and comprehersive" enter- 
prises, and prevent the rise of new contradictions. In the work of read- 
justing the organizational structure of enterprises, the economic interests 
of some areas, departments, and enterprises will inevitably be affected. 
Cadres and workers of these units should consider the overall situation, 
judge the hour and size up the situation, and place partial and local 
interests under the national interests. 


While we readjust the existing enterprises, the comprehensive economic depart- 
ments concerned should grasp trade management throughout the state, do well 

in overall planning, do a good job in making macroeconomic decisions, and 
perfect various economic policies. Regarding those products which have to 

be developed to meet the demand of the state and those enterprises which 

have a promising future, the state should provide them favorable terms in 

tax delivery, bank loans, price of products, and so forth. In addition, 

the state should give priority to them in the supply of raw materials and 
energy resources while restricting those oversupplied products or those 
enterprises which possess backward production facilities and technology. 

All competent departments in charge of economic affairs must strengthen their 
guidance over the development of their trades and the building of enterprises. 
They must study and work out policies on technology and technical equipment, 
and work out the rational scale of enterprise in various trades, various 
standards, target costs, and so forth. They should not allow the construc- 
tion of any enterprise which is not up to the required standard. After we 
have adopted the above-mentioned measures, we can prevent some areas and 
departments from exploiting those unreasonable advantages in price and tax 
delivery, and prevent them from establishing one after another those smal l- 
scale processing industries which coneume large amounts of energy and possess 
simple technology. In short, the readjustment and consolidation of trades 

is a very important topic. Therefore, we must adopt powerful and effective 
measures, and strictly handle the examination and approval procedures for 
expanding production capacity and increasing the number of new factories. 

No construction work is allowed to start without approval. We must affix 
responsibility for unauthorized construction projects and for an action 

which causes serious damageto the state and the collective. We should 

take disciplinary measures against and economically punish the party concerned. 


CSO: 6006/148 
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GUIZHOU HOLDS WORK MEETING ON ECONOMIC SITUATION 
HK180842 Guiyang Guizhou Provincial Service in Mandarin 2300 GMT 17 Nov 83 


[Excerpts] According to GUIZHOU RIBAO, the Guizhou Provincial CPC Committee 
held a work conference in Guiyang from 12 to 14 November. The meeting 
analyzed and estimated this year's economic situation in the whole province 
and made arrangements, in accordance with the spirit of the 2d Plenary 
Session of the 12th CPC Central Committee and the spirit of the Central 
Committee forum on economic questions, for several important problems that 
we should satisfactorily grasp. Leading comrades of the provincial CPC 
committee and government attended the conference and Comrade Wang Chaowen 
gave a report. 


The meeting expected that the province's gross industrial and agricultural 
output value this year might increase by 8.1 percent over last year. It 
was expected that the gross agricultural output value might increase by 2.64 
percent over last year and the grain output might increase by 3.2 percent 
over last year. In the first 10 months of this year, the gross industrial 
output value increased by 20.7 percent over the same period last year. The 
total amount of commercial purchases and ordered purchases of various kinds 
of goods increased by 3.59 percent over the same period last year. The 
total retail sales in the community increased by 7.5 percent over the same 
period last year. Financial revenue increased by 30 percent over the same 
period last year. During the first 9 months of this year, currency issued 
by our banks decreased by 18.9 percent compared with the same period last 
year. 


The meeting pointed out: Although our province has achieved relatively 
great success in economic construction this year, there have been some 
problems and difficulties and we should never be complacent about our success. 


The meeting arranged the tasks of economic construction for next year. It 
pointed out: Next year will be a very critical year for ensuring the fulfill- 
ment and overfulfillment of the sixth 5-year plan. While satisfactorily 
rectifying the party and eliminating spiritual pollution, in doing economic 
work, the people throughout our province should continue to implement the 
principle of readjusting, restructuring, consolidating, and improving, 
gradually smooth out the relationships between various sections, vigorously 
raise economic results, and strive to fulfill in an all-round manner and 
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overfulfill the economic plan for 1984. We should strive to fulfill some 
of the targets of the sixth 5-year plan 1 year ahead of the schedule. 


In order to realize the above-mentioned goal and tentative idea, the meeting 
required us to focus on satisfactorily grapsing the following seven work 
tasks in next year's economic construction and social development: 





1. We should continue to vigorously speed up the development of our agricul- 
ture. The meeting requires us to regard as the key to next year's rurai 
work the further stabilization and perfection of the all-round agricultural! 
responsibility system with remuneration linked to output and to continue 

to implement the principle of never slackening our efforts in developing 
grain production and vigorously developing difersified undertakings. 


2. We should conscientiously grasp the development of the collective enter- 
prises and the work of putting an end to losses and increasing profits. 


3. We should strictly control the scale of local capital construction and 
ensure the construction of the state's key projects. 


4. We should continue to satisfactorily grasp the structural reform in our 
administrative organizations and economic management system. 


9. We should develop the circulation of commodities and make our urban and 
rural markets more prosperous. 


6. We should earnestly and satisfactorily do the work related to safety 
in production. 


/. We should continue to satisfactorily and conscientiously grasp the work 
related to planned parenthood. We should never slacken our efforts in doing 
our work or retrogress. At the same time, we should strengthen our political 
and ideological work and improve our competence. 


The meeting calledon the CPC organizations and governments at all levels 

to continue to overcome their weakness and laxity in their work and pluck 
up their spirits. Concerning the work methods of these organizations and 
governments, the meeting called on them to pay attention to making arrange- 
ments by taking into account the whole situation and ensure that there will 
be a key task for a certain period so that the various parts of our work, 
including party rectification, the elimination of spiritual pollution, struc- 
tural reform, and economic construction can develop simultaneously, promote 
one another, and achieve satisfactory new progress. 
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SHAANXI DECIDES TO TURN DEFICITS INTO PROFITS 
HKI1#1014 Xian Shaanxi Provincial Service in Mandarin 1130 GMT 17 Nov 83 


[Summary] The provincial government has recently made a decision to demand 
that state-run enterprises turn deficits inte profits within a fixed time. 
The decision says: Since this year, comparatively good results have been 
achieved in the work of turning deficits into profits in state-run enter- 
prises. In the first 10 months of the year, the number of enterprises suf- 
fering from deficits has dropped to 18 percent from 29 percent during the 
same period last year, with the volume of deficits dropping by 45 percent. 
However, there is still a gap between the state requirements, with 205 indus- 
trial enterprises still suffering from deficits, and development imbalanced 
between different trades. It is required that in 1984, the volume of deficits 
in industrial enterprises of the whole province should drop by over 50 percent 
from this year. To achieve this, the provincial government has decided to 
adopt the following meausres: 


"l. Production should be halted at those industrial enterprises that have 
long suffered from deficits, and the enterprises be consolidated, if there 
is no guarantee of their raw materials and energy resources, their products 
lack a market, their operation and management are poor, input consumption 
high, and waste great, or if the volume of deficits should exceed the total 
sum of wages of workers and staff, while their products are not in urgent 
need for national construction and the people's livelihood, and their products 
lack a market and are stockpiled while production goes on. Those enterprises 
that have stopped production for consolidation, will no longer receive more 
fuel, power, and raw material supplies. 


"2. Regarding other enterprises that are suffering from deficits, departments 
in charge at a higher level should, in accordance with their jurisdiction, 
fix a limit to the volume of deficits and a deadline for changing the condi- 
tion of deficits. Regarding deficits resulting from policies, a fixed subsidy 
quota will be given, but no subsidy will be given for excess deficits. 
Regarding deficits of an operational nature, a fixed subsidy quota will be 
given within the fixed date, but no subsidy will be given for excess deficits, 
while a certain portion of the reduced deficits will be retained by the 
enterprise. All localities and departments should pay attention to deficits 
of an operational nature being concealed by deficits resulting from policies, 
and to loss-making products in enterprises running at a profit. 
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"3. Those enterprises that fail to fulfill the task of changing deficits 

to profits by the fixed date should stop paying bonuses to the workers and 
staff. The department in charge at a higher level should readjust the leading 
bodies of these enterprises as soon as possible; in particular, the leadership 
of enterprises who zo in for factionalism and disunity, and fail to exert 
themselves should be removed from office with no transfer to other enterprises. 
The bank should stop giving credit loans to these enterprises. 


"4. Those enterprises with high economic results and good profits, or enter- 
prises that have done a good job in changing deficits to profits, should 

be commended and awarded with prizes; the bonuses for their workers and staff 
can be appropriately floated higher within the limit of the state stipulation. 


"5S. A responsibility system for leading cadres in changing deficits to 
profits is established, with the commission, mayor, and magistrate bearing 
responsibility, respectively, for the prefecture, city, and county, while 
directors of offices and bureaus will be responsible for the departments, 

and directors and managers will be responsible for their enterprises. 
Responsibility will be investigated and affixed on the leadership if the 

task of changing deficits to profits should fail due to work-related causes." 
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CONGRESS OF ‘ADVANCED' IN ECONOMY OPENS 21 NOV 
HK221422 Kunming Yunnan Provincial Service in Mandarin 1100 GMT 21 Nov 83 


[Summary] The Yunnan provincial congress of advanced collectives and advanced 
individual workers in developing the collective and individual economy and 
arranging employment for urban youths, held jointly by seven departments, 
including the provincial labor personnel department, the provincial urban 
collective economy office, the provincial industrial and commercial adminis- 
trative bureau, the provincial social science institute, the provincial 
federation of trade unions, the provincial CYL committee, and the provincia! 
women's federation, opened in the Kunming people's Shengli hall on the 

morning of 21 November. Attending the congress are representatives of the 
advanced collectives and advanced individual workers from the fronts of the 
industrial, commercial, catering, service, and repairing trades, totaling 

some 300 people. Comrades of all provincial and Kunming City relevant depart- 
ments also attended today's opening ceremony. The opening ceremony was pre- 
sided over by (Zhao Guozhi), director of the provincial labor personne! 
department. 


(Yi Jiduo), deputy director of the provincial industrial and commerical 
administrative bureau, delivered the opening speech. He said that since 

the founding of the country, this was the first time that the province had 
held such a congress. He said that since the 3d Plenary Session of the Ilth 
CPC Central Committee, the province had developed the collective economy 

and individual economy relatively quickly. The urban collective industrial 
output value in 1982 was 847.2 million yuan, an increase of 328.97 percent 
over 1978, The number of workers of the urban collective industrial enter- 
prises reached 304,600 people, an increase of 37,000 people over 1978. The 
number of individual industrial and commercial workers reached 23,557 people, 
an increase of 22,133 people over 1978. This played an important oart in 
developing production, bringing about a prosperous economy, and arranging 
employment for urban youths. 


Governor Pu Chaozhu spoke at the opening ceremony. He hoped: "You mus’ 
study hard culture, science, technology, and management so that you wil 
become experts in your own professions." He also hoped: "You must give 
play to the role of a model, a backbone element, a bridge, and a vanguard. 
He demanded: "You must carry forward your achievements, work hard, make 
sustained and redoubled efforts, and make new and even greater contributions 
toward reinvigorating China and building the borders." 


CSO: 64006/148 
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BRIEFS 


GUANGDONG FINANCIAL INSPECTION--Promoted and assisted by the work group of 
the provincial government, the provincial work group for financial and eco- 
nomic discipline inspection has done a good job. In 20-odd days, a total 

of 41 million yuan of taxes and profits have been recovered in Guangzhou, 
Zhaoqing, Foshan, Jiangmen, and Zhuhai. The provincial government held a 
meeting on / November to make further arrangements on the inspection. The 
second batch of inspection groups are being dispatched to various localities 
in the province so as to develop in depth the financial and economic discipline 
inspection. Provincial Vice Governor Yang Deyuan attended the meeting and 
delivered a speech. [Summary] [HK211506 Guangzhou Guangdong Provincial 
Service in Mandarin 2300 GMT 9 Nov 83 HK] 


NINGXIA COLLECTIVE, INDIVIDUAL ECONOMY--Yinchuan, 19 Nov (XINHUA)--In the 
past few years, Ningxia has made rapid developments in the collective and 
individual economies in urban areas. There are now more than 6,500 businesss« 
run by collectives and individuals in the autonomous region, employing more 
than 75,000 people. Governments at all levels have paid attention to 
instructing and guiding these businesses so they will consciously pay taxes 
and wholeheartedly serve the people. [Excerpts] [0W2Z21234 Beijing XINHUA 
Domestic Service in Chinese 0118 GMT 19 Nov 83 OW] 
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FINANCE AND BANKING 


JINGJI YANJIU ON OVERALL BALANCE OF FINANCE 
HKO20920 Beijing JINGJI YANJIU in Chinese No 10, 20 Oct 83 pp 32-38 


[Art‘:le by Dai Yuanchen [2071 0954 2525] of the Economic Research Institute 
of the Chinese Academy of Social Sciences: "Tentatively on the Overall 
Balance of Finance, Credit, Materials and Goods, and Foreign Exchange") 


[Text] In administering our socialist economy, striking a balance between 
financial revenue and expenditure and further striking the overall 

balance of finance, credit, materials and goods, and foreign exchange 

are the major aspects in striking an overall balance in our national 
economy. Only by striking an overall balance can we adapt total demand 

to total supply and thus enable our national economy to develop continuously 
and steadily, and control and regulate our macroeconomic activity. 


The Key To Striking a Balance Between Financial Revenue and Expenditure 
Lies in the Proper Handling of the Contradictions Between Necessity and 


Possibility 


Our socialist finance consists of two aspects--revenue and expenditure. 

The state collects its financial funds through the channels of taxation, 
profit delivered by enterprises, and so forth, and distributes its 
financial funds by allocating them to departments of administration, 

state defense, scientific research, culture, education, hygiene, economics, 
construction, and other undertakings. Financial revenue and expenditure 
are connected. Only when there is revenue can there be expenditure, and 
only when there is more revenue can there be more expenditure. Financial 
revenue is the foundation of financial expenditure. On the other hand, 

the two are in contradiction. However developed productivity is--generally 
speaking, the annual amount of financial revenue is limited but state 
construction must be developed and the people's livelihood must be 
improved--higher demands will emerge to replace on a new basis the old 
necessity which has been satisfied. Therefore, demand is limitless. 

It is often difficult for limited financial revenue to meet the demand for 
various financial expenditure; therefore, the key to striking a balance 
between revenue and expenditure is to properly handle the contradiction 
between demand and possibility. 


50 





In 14 of the 33 years from 1950 to 1982, financial deficits occurred in 
our country. These years were 1950, 1956, 1958-61, 1967, 1974-76, and 
1979-82. In these 14 years, the conditions and causes giving rise to the 
financial deficits varied. In 1950, our state vigorously centralized 

the financial and economical work of the whole country, reorganized the 
collection of financial revenue, resolutely cut down expenses and thus 
basically put to an end the galloping inflation which occurred incessantly 
in the previous 12 years, an evil left over by old China, so as to support 
the development and restoration of our national economy. This achieved 
remarkable results. It was only because it was impossible to overcome in 
a short period the financial difficulty left over by old China that in 
that year we could not strike a financial balance. In the 10 years of 
turmoil, financial deficits occurred because our national economy was 
seriously undermined and our financial revenue declined. The reason for 
the financial deficits which occurred in 1956 and 1958 was that under a 
fairly good economic situation, we became impatient for quick results and 
overexpanded the scale of our capital construction. In 1958's budget, 
13.9 billion yuan were allocated for capital construction, an increase 

of 5.1 billion yuan, or 58 percent over the previous year, but that year's 
financial revenue increased only by 1.5 billion yuan or 5.7 percent. 

In 1958, the funds for capital construction increased by 12.8 billion 
yuan, more than double that of the year before, but that year's financial 
revenue increased only by 7.7 billion yuan or 24 percent. That was why 
financial deficits could not help but occur. In 1956, the problem was 
discovered early and solved promptly. However, in the successive 3 vears 
after 1958, an excessive scale of capital construction was maintained. 
This gave rise to a serious imbalance in the proportional relationship 

of our national economy and to 3 years of continued financial deficits. 

As a result, we were forced to carry out an economic readjustment on a 
large scale. In 1962, investment in capital construction was reduced to 
5.5 billion yuan, nearly 5/6 less than that in 1960. Only by so doing 
were we able to achieve a balance between revenue and expenditure and bring 
about a turn for the better in our financial and economic situation. 
Therefore, controlling the scale of capital construction and doing what 

we are capable of doing, and advancing step by step in a systematic manner 
are the major prerequisites for achieving a financial balance. Moreover, 
in planning for the scale of capital construction, we not only should pay 
attention to the question of whether the year's financial revenue can afford 
it, but should also consider its influence on later years. In 1978, 
investment in capital construction abruptly increased by 12.1 billion yuan 
over the year before, thus starting large-scale capital construction. 

Even though the financial revenue and expenditu~e were balanced that 

year, this was the cause of the financial deficits of many successive years. 


We should properly handle the contradiction between necessity and possibility 
not only in carrying out our capital construction but also in improving 

our people's livelihood. In 1956, staff and workers wages were readjusted 
and increased by 14 percent on average over the year before, and the number 
of staff and workers increased by 5,150,000 over the year before; thus, 

the total amount of wages increased by 37 percent. The total amount of 

loans provided for rural areas increased by nearly 2 billion yuan. So, 
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there was excessive spending not only in our capital construction, but 
also in wages for staff and workers and rural credit. As a result, a 
financial deficit occurred that year, and the increases in the injection 
of currency gave rise to a shortage of supply in our market. Since 1979, 
comparatively more major economic measures have been adopted, such as 
raising the purchase prices of agricultural and sideline products, reduc- 
tion and exemption of taxes, readjustment of wages, restoration of bonus 
payments for our staff and workers, and the provision of jobs for job- 
awaiting people. All these measures are necessary. They have brought 
into play the initiative of the peasants, staff, and wor‘ers and are 
favorable to our political stability and economic develoj;ment, but it 
takes time for them to stimulate our economy. However, the state must 
immediately pay for them from its finance. In addition, the increase in 
the prices of agricultural and sideline products, the failure to control 
the negotiated purchase prices of these products or to control bonus 
payments for the staff and workers caused the rate of increase in the 
income of peasants, staff, and workers to exceed that of our national 
revenue. As a result, our financial revenue has been reduced year by 
year, and our state's financial difficulty has been aggravated. 


All the above-mentioned facts have proved that the most fundamental link 
for striking a balance between our financial revenue and expenditure lies 
in keeping our expenditure within the limit of our revenue and properly 
handling the demands of various sectors in accordance with the state's 
financial resources. If we consider only the demands and do not consider 
the question of whether our financial resources can afford to satisfy 
them, it will be difficult to strike a balance between financial revenue 
and expenditure not only at the time when our economic foundation is poor 
and our financial resources are stringent, but also at a time when our 
economic situation is fine and our financial revenue increases. 


Unified Balance of Our Financial Funds and Credit Funds 


In order to strike an overall balance in our national economy, we cannot 
consider our finance in isolation, but we must consider it in connection 
with bank credit funds and manage to strike an overall balance in our 
financial and credit funds. This is because our banks are owned by the 
state and the power to issue currency remains in the hands of the state. 
lherefore, although bank credit is not a free allocation of funds, our 
banks have to pay back its deposits and collect loans from its customers 
with interest. So, credit funds differ from the financial funds which 
are allocated free of charge. However, like financial allocation, bank 
credit is also a distributive lever handled by the state and the funds 
provided by bank credit also constitute social purchasing power. People 
compare the close relationships between financial and credit funds to the 
relationship between "two legs of a pair of trousers.” 


Ihe close relationship between financial and credit funds is manifested 
in the fact that financial deposits (the deposits from the national 
treasury), capital construction deposits, and the deposits from the 
institutions, organizations, and army units are the main source of our 





credit funds. An increase in our financial revenue and reduction in our 
financial expenditure will increase our financial deposits while an 
increase in our financial expenditure and decrease in our financial 

revenue will reduce our financial deposits and thus lead to a change in 

the source of our credit funds. We must take this into consideration in 
arranging the employment of credit funds. The close relationship between 
financial and credit funds is also manifested in the fact that the 
customers to whom the bank provides loans is also the organization that 
receives our financial allocation. The reduction in the circulating 

funds provided by state finance inevitably requires our banks to increase 
their lending in order to support the enterprises. If the financial 
revenue and expenditure is balanced,but bank credit is relatively 

greatly imbalanced, it will lead to an increase in the issuance of currency 
which will affect the balaace between demand and supply. Precisely because 
of this, financial funds must be balanced in combination with the balance 
of credit funds in order to enable social purchasing power given rise by 
financial expenditure and bank credit to match the amount of purchasing 
power absorbed by financial revenue and credit recollection and thus 

enable the total demand and supply to match each other. 


In order to strike a unified balance between financial funds and credit 
funds, it is imperative to notice changes in the situation and conditions. 
In the past few years, by unified balance between finance and credit we 
generally meant that finance had to support credit and provide for credit 
deficit. This was an experience drawn on from conditions at that time. 

In order to meet the requirement for circulating funds resulting from the 
development of production in our industrial and commercial enterprises 

and the expansion of circulation, the amount of credit provided by our 

banks must increase year by year. Under the financial system of centralized 
revenue and expenditure, the social net income realized by our state- 

owned enterprises was mainly collected by state finance, and the funds 

which could be disposed by the enterprises themselves and were not 
immediately needed, were quite small in amount. The deposits of administra- 
tive units and institutions were temporary and of a circulating nature. 
Their cash surplus at the end of the year had to be handed over to the 
higher authorities, so these organizations had no long-term funds of their 
own. The income of peasants, staff, and workers was low, and the amount 

of their spare money was small after meeting their expenses. Before 1978, 
the annual increase of current deposits amounted only to 1 to over 2 billion 
yuan and the increase in the regular issuance of currency required by the 
increase in the circulation in our production was also limited. Thus, 

the source of credit fund often failed to meet the increase in the demand 
for credit. If this shortage had not been made up by our finance, it 

would have led to an increase in currency issuance or a decrease in the 
stock of our commercial sector. Therefore, making up credit deficit by 
finance became an important part of the work to strike a unified financial 
and credit balance at that time. 


However, in the past few years, especially in the period since 1979, we 
have broken the financial system of centralized revenue and expenditure 
and successively set up various forms of responsibility systems of 
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enterprises having their own funds, of profit-sharing, and of contracting 
all-round financial responsibility in order to enable the enterprises to 
have various kinds of funds at their own disposal. In our schools, 
hospitals, institutions, and army units, we have implemented various forms 
of contracting all-round financial responsibility for carrying out 
prescribed budget and have enabled them to run their own affairs. The 
funds not included in the budget have increased year by year and are now 
generally equivalent to 60 percent of the funds included in the budget. 

A large amount o* funds not included in the budget are not used up in 

the year in which they arise and there must be some surplus funds. This 
expands the source of the funds for bank credit. On the other hand, as 
the currency income of peasants, staff, and workers increases quickly, 
both the demand for the amount of currency in circulation and the amount 
of surplus currency saved also increase and thus cause the amount of bank 
deposits to increase greatly. As a result, the bank's capacity to collect 
funds increases markedly. The annual increase in the source for credit 
funds has reached 30 to 40 billion yuan. In these circumstances, it is 
inappropriate to continue to regard the necessity in supporting credit 
funds by state finance as the main content of the striking of a unified 
financial and credit balance. 


Under the new circumstances, finance and credit must continue to be 
balanced in combination, but the conditions for the balance have changed. 
The-efore, the content of the combined balance must change correspondingly. 
Naturally, the practice of supporting credit funds by state finance must 
be shifted to the practice of supporting finance bv credit funds. 

1) Originally, our financial surplus was a kind of financial fund by 
nature. We did not use this surplus in the past because we needed it to 
make up the credit deficit. However, as conditions now have changed, 

we should allow our financial surplus to be used for financial purposes. 
During the past few years, we have, in fact, used up the cumcumulated 
financial surpluses in the previous years. 2) Bank surplus is similar in 
nature to the profits in our state-owned enterprises. In the past this 
surplus was mostly allocated to banks to make up credit deficits, but now, 
since the source for bank credit funds has increased, we should naturally 
let the state get the “big slice” of bank surplus just as it gets the 

"big slice” of the profits of the state-owned enterprises. At present, 
our banks have to pay taxes, contribute to the energy and communications 


construction funds, and deliver 62 percent of what is left of their surpluses 


to state finance. So the amount our banks can retain is Limited. 

3) State finance no longer increases its allocation for the credit funds 
for our banks. 4) The circulating funds have always been managed mainly 
by our banks, but the distinction between quota funds and extra-quota 
funds is detrimental to our enterprises in being concerned in an all-round 
manner for the employment of their circulating funds and it also makes it 
difficult to divide responsibility for funds between state finance and the 
banks. In order to urge our enterprises to strengthen their all-round 
accounting work, the method for the provision of the circulating funds for 
our enterprises has changed and these funds are now completely provided 

by bank credit. State finance has transferred a basic amount for these 
funds to our banks and will no longer be committed for the allocation 

of circulating funds in the future. 
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The above-mentioned measures show that the banks which originally were 
supported by our finance no longer need this support because thev have 
overcome the shortage in the source of credit funds as this source expands 
along with the changed conditions. As for the question of supporting state 
finance by credit, what we should further explore is whether the new 
change in the unified financial and credit balance has enabled our banks 
to provide credit to make up financial deficits when our financial revenue 
and expenditure is not balanced. This means that our finance vets loans 
and overdraft from our banks or a part of the allocation of funds by 
finance such as the investment in fixed assets should be provided by bank 
loans. Some people think that this is feasible and regard this as a new 
development of the practice of bank supporting finance, but others think 
that this will be a harmful practice and will undermine the all-round 
balance of our national economy. As this is a matter of vital importance, 
we must handle it carefully. 


1. I do not agree with the idea that regards the practice of finance 
getting overdraft or borrowing from our banks as a new content of the 
unified financial and credit balance in theory. For this means that we 
will allow an imbalance between financial revenue and expenditure in the 
future and the practice of deficit f‘fuance which will inevitably run 
counter to the principle of acting according to our cap-bility, aggravate 
the tendency of satisfying demand disregarding our capability, and under- 
mine the overall balance of our national economy. Indeed, we have had 
financial deficits since 1979 and for a period to come will be unable to 
strike a perfect balance between our revenue and expenditure and will 

have to resort to bank overdraft and loans to provide our finance. But, 
after all, this reflects our financial difficulties and is by no means our 
long-term policy. From a long-term point of view, we must increase our 
financial revenue through making efforts to raise our economic results, 
strive to bring about a radical turn for the better in our financial and 
economic situation and thus achieve a balance between financial revenue and 
expenditure. Therefore, despite the new content in our unified financial 
and credit balance that has been given rise by the expansion of our source 
for credit funds, we still should not regard the overdraft and borrowing 
caused by our financial deficits as a part of this content. 


In the past few years, the bank overdraft and loans caused by our financial 
deficits have precisely been a fundamental cause for the increase in our 
currency issuance. This has reflected the objective relationship of 
“capital construction bringing pressure on finance, finance bringing 
pressure on the banks, and the banks in turn increasing the issuance of 
currency. It precisely reflects the fact that we still fail to strike a 
unified financial and credit balance and that the total amount of the 
distribution of our national income exceeds the total amount of value that 
we have created. Therefore, even if this is done because we have mw 
alternative, we still should fix in a planned manner a limit to the amount 
of overdraft and loans and control it strictly. [It is not apy 

to allow this practice to grow out of control and thus give rise to an 
aggravation of our financial deficits. 











2. The substitution of bank loans for the allocation of funds fror iY 
finance in funding fixed assets investment is an important f 

our economic reform. It is aimed at shifting from free provi 

funds to the provision of funds with a charge. This can ur: ir enter- 
prises to be concerned about making a feasibility analysis and about the 
results of investment and thus reducing the blind scramble for investr 
funds. This is an indispensable reform. However, though the method 
funds management is changed, its nature continues to be of financial! 
expenditure and the funds still should be provided by our finan 

we overlook the nature of the source of the funds and regard thi ractice 
as a new content in the striking of our unified financial and credit 
balance, we will end up satisfying by bank credit the demand for fixed 
assets investment that our finance does not have enough money to satis 
On the surface, the increase in investment does not increase our financial 
deficits, but in fact financial deficits are changed into the form of 
credit deficits which will lead to an increase in currency issuance al] 
the same. Furthermore, at present, our enterprises are to return the 
loans provided by the banks for their fixed assets investment by the 
increment in their profits. Originally, these profits were a source 
our financial revenue. Now that the increnent in these profits should be 
used for the return of these loans, inevitably, this will result in a 
failure of our financial revenue to increase correspondingly with our 
economic growth. By the year these loans are to be repaid, conflicts 
will come to the surface and will inevitably aggravate the difficulties 
in arranging financial revenue and expenditure. At the time when these 
loans are provided for increasing investment, they do not increase the 
burden of our finance, but as a matter of fact, this is a practice of 
using the funds of the coming years to provide for present needs and we 
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will pay for it by the reduction of financial revenue ir future vears. 
From this, we can see that loans for fixed assets investment differ fron 
those for circulating funds and it is inappropriate to confuse loans of 


financial nature with loans of credit nature. 


However, as the reform in our economic management system develops, the 
funds at the disposal of our enterprises will increase day by day. As 
there are production development funds for spending in tapping production 
potential and depreciation funds for the renewal and transformation of! 
equipment, and as some enterprises often lack large amounts of funds 


while others have surplus funds that they do not want for the time being, 
it is feasible for our banks to collect the surplus funds of some enter- 
prises to provide loans for those which lack funds for fixed assets 
investment. However, this is diametrically different from the practic: 
of banks supporting finance by taking over the commitment for investment. 


Particularly at present, when we have failed for a long time to renew our 


equipment and the depreciation funds in various enterprises are not enough 
to meet the demand for renewal, aliowing our banks to play the role 
collecting surplus funds of some enterprises to provide the shortage of 
funds of the others and in arranging in a planned manner the renewal of 
equipment in our enterprises by rotation will facilitate the renewal o! 
equipment and the transformation of our technology. It will also provid 


a market for our machine-building industry and facilitate the enlivenin 
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Precisely because of this, we should not stimulate our economic development 
by means of excessive distribution and must arrange the satisfaction of 

our demand according to our capability and thus make demand match supply 

of materials and goods. 


A balance in total amount is a prerequisite for striking an overall balance 
of finance, credit, and materials and goods. It has never been possible 

to achieve a balance in the latter without a balance in total amount. 
However, when a balance in total amount has been achieved, we also should 
pay attention to making the purchasing power formed by financial expendi- 
ture and credit provision match the mix of the supply of materials and 
goods. Only by so doing can we ensure that the funds provided by our 
finance and credit are employed for the prescribed purposes. Otherwise, 

a situation will emerge whereby there is a shortage of supply of certain 
materials and goods for the demand that we have provided funds for and, 

on the other hand, some materials and goods have tobecome dead stock 
because they are not suited to the provided demand. Because the purchasing 
power given rise by the distribution of financial and credit funds is only 
a part of the total social purchasing power, in striking a balance of mix, 
we must take account of both the purchasing power formed by the funds for 
subsidizing the production of our enterprises and the purchasing power of 
the currency in the hands of our people. 


In the area of striking a balance of mix, the main task is to make the 
expenditure for means of production and consumption provided by our financial 
and credit funds match the supply of these means of production and consump- 
tion and thus making money and materials and goods dovetail. Judging by 
the experiences we have gained in many years in the past, we must in the 
main grasp the following aspects of work: 1) In fixing the scale of 
capital construction, we should take into consideration both the capability 
of our financial resources and that of our material resources. The 
shortage of steel, timber, and cement is often the cause for delay in the 
completion of our capital construction projects. This lowers the economic 
results of these projects. 2) Because of the long production cycle of 
machinery and equipment and the need in organizing the tackling of major 
scientific research problems for the production of machinery and equipment, 
we should formulate as early as possible plans for the orders for equipment 
in accordance with the order of priority of our capital construction so 

as to make demand and productivun match. 3) We should arrange the supply 

of the means of production in accordance with the objective law that 
governs the circulation of commodities. Arranging the distribution 

of materials and goods according to the subordinate relations of administra- 
tive areas often makes it difficult for demand to match the supply of 
materials and goods and artificially aggravates the shortage of materials 
and goods. 4) In arranging the supply of the materials, goods, and 
equipment needed by both production enterprises and capital construction 
projects, we should ioplement the principle of putting production before 
capital production and putting simple reproduction before expanded repro- 
duction. If we reverse this order of priority and deprive the production 
sector of the materials, goods, and equipment it needs, the reduction in 
production will in turn aggravate the shortage in the supply of materials 
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‘ erall Balance - Finance, Credit, vo0GS and Foreign Exchanye 
iy external « ic relations develop, their impact on our racroe mic 
activities deeper ; ; in arranging the overall balance of our national 
‘ omy, we must take this factor into consideration. herefore, the 
yalance f the mator factors--finance, credit, and zoods--shoulc becore 
in overall balance f four factors with the addition of the factor of 
income and payment of foreign exchange. 
Many areas are involved in foreign exchange income and payment. he refore 
in arranging a balance between the income and payment of foreign exchange, 
we ould take int nsideration not only the question of whether there 
is a surplus or deficit in our income and payment of foreign exchange 
related to import and export trade, but also the invisible foreign 
exchange income and payment related to loans, aid, trade of foreign 
exchange, and tourism, thus striking an overall balance by taking a1] 
factors into account Because of the low level of development of our 
economy, a because of our backward technology and the poor competitive 
edye iy products, it is impossible to increase our import and export 
trade sickly. However, because of the large number of overseas Chinese 
who live abroad, and the fine scenery in the mountains and waters in our 
country whi nstitute a rich resource for the development of tourisn, 
Jigorous]l rganizing the invisible income of foreign exchange is an 
important aspect of ir work in striking a balance between foreign exchange 
income and payment. t is impossible to achieve an absolute balance of 
forel é inge | me and payment and a surplus or deficit will always 
iT. foreign exchange surplus is usually regarded in the world as a 
mark of « nomi stability and increase in economic strength. However, 
ur YT intry, and an excessive amount of surplus will mean an 
exes fe amount of idle funds. This will be harmful to our construction. 
Moreover, under the ircumstances of world inflation this will often make 
i iffer losses because of the devaluation of foreign currencies. 
herefore, neither excessive deficits nor excessive surpluses are satis- 
tactory. 
me at iyment of foreign exchange is related to financial revenue 
id « iture. r instance, the income and payment of loans and foreign 
iid ji rt of the inancial revenue and expenditure. In utilizing 
foreign funds to introduce machinery and equipment, it is necessary for our 
finance ¢t shoulder the responsibility for repaying the principal and 
interest of loans and to provide funds for the supplement equipment 
pur ised at home In fixing the scale of the utilization of foreign 
pital, we must take int account the capacity of assimulation at home 
Lud ir the ipacity that the state finance can provide in this area. 
If we introduce machinery and equipment blindly in excess of the capability 
fa slation, the machinery and equipment will not be able to bring about 
‘ nomic re its. hen, when the time comes for repaying the principal 
ind Interest of the ins, the payment will aggravate the burden of our 
finance and impede the development of iy construction program. In the 
irea of Import ar é rt trade, the irplus« in fore] trade enterprise 
iré j ifce | Financia revens while the deficits there must e made 











up by finance. Therefore, we should not solely pursue an increase in 
foreign exchange income by means of blindly expanding the scale of foreign 
trade in disregard of the question of whether the trade earns orofits or 
suffers losses and thus giving rise to large amount of deficits which 
become a heavy burden on our finance. 

Foreign exchange income and payment is also related to the income and 
payment of credit. In our country, foreign exchange is managed in a 
unified manner by our banks. The amount of foreign exchange allocated to 
our enterprises and institutes is only a target of allocation. Our 

banks have to buy the foreign exchange with Renminbi. On the other hand, 
the foreign exchange acquired by our enterprises and institutes in carrying 
oul external relations must be sold to the banks. This gives rise to a 
series of transactions of funds. Inside our banks, a surplus of foreign 
exchange reflects the occupation of their credit funds, while a deficit of 
foreign exchange means a source of credit funds. It is precisely for this 
reason that excessive surplus of foreign exchange will occupy a large 
amount of credit funds. In arranging the balance of credit income and 
payment and the unified financial and credit balance, we cannot help but 
take this into consideration. 


Our foreign trade is closely related to the balance between the supply and 
demand of materials and goods. The import and export of commodities will 
finally have an impact on the actual proportion between the supply of 
means of production and that of means of consumption. This constitutes 

an important lever for readjusting the balance in terms of mix. Moreover, 
the surplus or deficit in our foreign trade will also have an impact on 
the balance in terms of total amount. Therefore, in its proper sense, 

an overall balance of finance, credit, and goods means a corresponding 
balance of supply of goods after the readjustment of foreign trade. In 
this area, we must pay attention to the fact that if we trade our surplus 
goods for the goods we lack, it will facilitate the striking of a balance 
in terms of mix and that, on the contrary, if we export the materials and 
goods that are in short supply at home, it will aggravate the shortage 

of supply of these materials and goods at home, and if we import the 
products that we can produce at home, our industry at home will suffer. 
The latter practice will not only fail to facilitate the balance between 
the supply and demand of materials and goods, but will artificially give 
rise to an imbalance. Another point of view that we must pay attention to 
is that the foreign exchange sent back by overseas Chinese abroad and the 
income from tourism are called invisit te income because compared with 
foreign trade, we need not export commodities in exchange of foreign 
currencies. However, when the relatives of the overseas Chinese receive 


foreign exchange, they vill spend it in purchasing various kinds of consimer 


goods and our toruism undertaking should provide accomodations of hotels 
and food and traffic, touring, and recreation facilities for tourists. 

All this requires the consumption of a certain amount of meumer goods. 
Therefore, in arranging the balance between social purchasing power and 
the possible amount of supply of commodities, we have ¢t sive certain 
consideration to the demand resulting in the tncrease in forelgen exchange 
sent back by overseas Chinese and resulting in the development of tourism. 
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FINANCE AND BANKING 


BANKS IMPROVE ECONOMIC INFORMATION SYSTEM 
OW261258 Beijing XINHUA in English 1238 GMT 26 Nov 83 


[Text] Beijing, 26 Nov (XINHUA)--Information networks have already been estab- 
lished in China's commercial and banking systems, while economic commissions of 
23 provinces and municipalities have already or are making preparations to sec 
up their own information management departments, according to the State Econ- 
omic Commission. 


The headquarters and local branches of the People's Bank of China and other 
banks in big and medium-sized cities have formed a nation-wide economic in- 
formation network. The Ministry of Commerce, local commercial departments 

and most supply and marketing cooperatives have also set up forecasting centers, 
the commission said. Central information stations have been set up in the 
trades of hardware, communication and electrical appliances, chemical and 
textile products. 


In less than three years, commercial departments and supply and marketing co- 
operatives in six provinces and municipalities trained 600 information manage- 
ment personnel. 


To increase information-sharing, a recent national information working con- 
ference proposed that more information management personnel be trained, a na- 
tional data bank be set up and advanced equipment be introduced to China from 
abroad. 


CSO: 020/037 
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FINANCE AND BANKING 


BRIEFS 


YUNNAN INSURANCE BUSINESS--The insurance business in Yunnan Province has de- 
veloped this year. By the end of October, the province overfulfilled the 
quota for the collection of insurance premiums ahead of schedule. The amount 
of insurance premiums was 45 percent more than in the same period last year. 
The amount of property of enterprises insured amounted to 5.7 billion yuan and 
accounted for 47 percent of the total value of the insurable fixed assets and 
liquid assets. From January to October this year, insurance departments in 
the province dealt with some 1,600 cases of damage. [Summary] [Kunming 
Yunnan Provincial Service in Mandarin 2300 GMT 16 Nov 83 HK] 


IIANGXI FINANCIAL REVENUE--According to a report by JINGJI RIBAO [ECONOMICS 
DAILY), Jiangxi Province had registered financial revenues totaling more 
than 6.25 billion yuan as of the end of October. This was some 547 million 
yuan more than in the same period last year. [Excerpt] [Beijing Domestic 
Service in Mandarin 0200 GMT 14 Nov 8&3 OW] 


CSO: 4006/148 











MINERAL RESOURCES 


MORE INTENSIVE SURVEY OF MINERAL RESOURCES URGED 
OW240828 Beijing XINHUA in English 0738 GMT 24 Nov 83 


[Text] Beijing, 24 Nov (XINHUA)--Detailed regional geological surveys are 
being speeded to find minerals needed for China's economic construction, 
Sun Daguang, minister of geology and minerals, told XINHUA today. 


The ministry announced at a national conference earlier this month that China 
would complete 1:50,000 scale surveys on 90,000 square kilometers by 1985 
and two million square kilometers by the year 2000. 


By the end of 1982, Sun said, China had completed such surveys on 150,000 
square kilometers, an area accounting for only 1.5 percent of the country's 
land mass. 


During surveys in 17 provinces and autonomous regions, he said, 103 mineral 
deposits of commercial value have been verified. One hundred and forty more 
ore-bearing places with large potential reserves were also discovered. 


Sun noted that the growth of the nation's economy called for faster and in- 
tensive geological surveys. Geological workers were required to provide ade- 
quate mineral resources and data to help achieve China's goal of quadrupling 
industrial and agricultural output value by the end of the century. 


"At the sane time,” he said, “they now must begin preparatory geological work 
to ensure the country's sustained economic expansion after the year 2000." 


Most of the mineral resources needed for construction before 1990 have now 
been ascertained. However, he said, there were still insufficient reserves 

of some minerals needed before the end of this century including petroleum 
and diamond. He called for intensified geological prospecting to find greater 
reserves of the needed minerals. 


China now has 139 geological teams for detailed regional surveys employing 
more than 7,000 people, Sun said. Advanced techniques, including geophysical 
and chemical prospecting and remote sensing, are now in wide use, he added. 


CSO: 4020/037 








DOMESTIC TRADE 


MARKET TRENDS IN CONSUMER GOODS ANALYZED 
Shenyang SHICHANG ZHOUBAO /MARKET WEEKLY / in Chinese 19 Jul 83 p 2 


/Article by Qian Junkai /6929 6511 0418/ and Wang Honghe /3769 7703 7729/: 


"Market Trends for Consumer Goods in 1983"/ 


/Text/ Since the beginning of 1983, market conditions have been exceptionally 
good, with both buying and selling improving over last year. The supply of 
manufactured goods for daily use has been adequate, while for the most part there 
have been unlimited supplies of formerly vouchered, rationed, fixed-quantity and 
limited-quantity commodities. These latter commodities have already been reduced 
in number from 73 in 1978 to about 15 at present. Sales increased greatly during 
the first quarter of this year. According to relevant statistics, the national 
total value of retail sales of social commodities reached 68.99 billion yuan, 

an increase of 6.77 billion yuan, or 10.9 percent, over the same period last year. 


At present, the market is already characterized by the alleviation of the contra- 
diction of commodity scarcity, while contradictions of quality, design and variety 
are prominent. With respect to the quantity of consumer goods, beginning in 1981 
China's marketplace experienced a gradual mitigation of the contradiction between 
supply and demand due to an abundance of products and an expanded market. By 

1982 the “seller's market" turned into a “buyer's market." People became more 
selective in their purchases and would not buy goods that were not of good quality, 
stylish, urgently needed, name brand or reasonably priced. Thus emerged the 
phenomena of “selective purchase of high-grade goods, waiting to buy name-brand 
goods, buying average goods as they are needed and no one buying the same old 
staff." Confronted with this situation, every store devoted close attention to 
design and style and vigorously expanded its product lines during the first 
quarter of this vear. 


Examination of this year's market trends in consumer goods for daily use reveals 
the following features. 


1. Consumption Targets Have Expanded Horizontally and Displayed a Multipriority, 
Pluralized Structure 


In the past few years the market's chief sales targets were relatively unitary. 
Among consumers, young people ranked above old ones, young women ranked above 
young men and the bunching of purchases associated with weddings accounted for a 
large proportion of total sales volume. Following the rise in living standards, 
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FORFICN TRADE 


CONFERENCE ON CHINA‘S FOREIGN AID 
Beijing JINGJI RIBAO in Chinese 28 Sep 83 p 1 


[Article by Dong Yulin [5516 3022 2651]: "Zhao Ziyang Stresses Need To 
Continue Good Foreign Aid Tradition” ] 


[Text] At a meeting in the evening of 23 September with representatives who 
attended the national conference on foreign aid, Premier Zhao Ziyang stated 
that although the financial and material resources of China, a developing 
socialist country, are limited, we are duty-bound to fulfill our internation- 
alist obligation of rendering assist.ance to third-world countries to the 
limit of our ability. He said that the foreign aid personnel sent to work 
abroad must wholeheartedly dedicate themselves to rendering service to the 
people in foreign countries and continuing to carry forward the fine tradi- 
tion and workstyle. He emphasized that the work of providing foreign aid 
should be considered a glorious mission and that those in leadership 
positions at various levels should attach importance to and acquit them- 
selves creditably in this type of work. 


Since 1980, our nation has ccntinued to offer aid to 77 nations and regions. 
Among those with which we have newly established economic aid relations are 
13 countries such as Papua-New Guinea, Suriname, Colombia and Barbados. 
Multilateral assistance programs have also been established. Among the 402 
complete set projects which have been set up, 97 have been completed and 
delivered. To consolidate the achievements of economic aid, 103 cooperative 
technical production projects have been established. Up to the moment, over 
1,100 medical workers have been assigned to 35 countries. During his visit 
to Africa in the early part of the year, Premier Zhao Ziyang, by stressing 
the four principles of equality and mutual benefit, putting the premium on 
actual results, the adoption of a variety of methods and joint development in 
strengthening international economic cooperation with third-world countries, 
has thus put our foreign aid programs and economic and technical cooperative 
projects on a new footing. Up to the first half of this year, we have signed 
over 1,000 contracts for construction and joint labor projects. 


Among those who met with Premier Zhao were Vice Premier Li Peng [2621 7720}, 
State Council Member Tian Jiyun [3944 4764 0061], Minister of Foreign 
Economic Relations and Trade Chen Muhua [7115 1970 5474], State Counci! 
Member and Minister in Charge of the State Economic Commission Zhang Jinfu 
[1728 0513 1133] and those in charge of the responsible departments. 


962) 
CSO: 4006/045 70 





POREICON CAPITAL TO BRINC IN ADVANCED TECHNOLOGY URCED 
Beijing JINGJI RIBAO in Chinese 21 Sep 83 p 2 


‘Article by Wang Jiyuan [3769 4764 0337]: “Some Problems in the Use of 
reign Capital To Bring in Advanced Technology” ] 


'Text (l) Uncalled for Apprehensions 

In his political report delivered at the 12th CPC Congress, Comrade Hu 
faobang said that “The adoption of the open-door policy and the expansion 
f the economic and technical exchange programs with foreign countries on 


f equality and mutual benefit are strategic policies not subject 

t hange in our nation.” In order to invigorate our economy and to achieve 

the great strategic objective of quadrupling our production by the year 
,000, we must direct our efforts toward the urgent task of using foreign 

ipital to engage in key projects of construction, to bring in advanced 

chr ‘y and to remould our old enterprises. 


t es without saying that, in taking on the four modernizations, we have 
ilternative but to rely on our own efforts. However, in view of the 
backward state of our economy and the low standard of our technology, ve 
must keep abreast of advanced technology and bring in advanced equipment 
from foreien countries if we are to catch up with the advanced technology 
le 1s me into use in the late 1970's and early 1980's. That is the 
rt-cut to the achievement of technical progress in our country, a fact 


that has been borne out by what has taken place in many countries. One 
factor accounting for the emergence of many backward nations within 
d of time into new industrial powers after World War II was 


} ,! rt serio 
thelr assimilation of advanced technology from foreign countries and their 
itilizatior f foreign capital. 


erades are concerned that the use of foreign capital would deal a 


“to the development of our native industries. Their concern is uncalled 

. The way to protect our industries is not to maintain the status quo, 

t to waste no time in speeding up the rate of progress. To achieve this 

ective, we must exercise our options and devise a plan for using advanced 
technology and equipment from abroad to speed up the remoulding of our old 
enterprises and the reform of our industries and agriculture. Many of our 


tine enterorises were established in the 1950's or even earlier. The 
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Wiile standing by our principles and protecting our legitimate rights, make 
it Sidlie for them to mare reasonable profits and learn to work in coopera- 
tion with toreigners in order to make a success of their enterprises. 


iny ditficulties, of course, will be encountered in our work in this area. 
I surmount these difficulties, we must, on the one hand, apprise these 
mrades of the importance of utilizing foreign capital and, on the other, 
exercise leadership in getting the departments to improve their workstyle, 
t simplify procedures, to do away with bureaucratic practices and to render 


their services at the grass-roots level. 
(2) Problems that Call for Attention 


The work of utilizing foreign capital is of a comprehensive nature, involving 
is it does various sections of the national economy. It has to do not only 
with the macroscopic benefits of the entire national economy, but also the 
microcosmic economic benefits of the enterprises. It is work of an economic 
ind technical nature that also involves dealing with foreigners. Since 

this kind of work deeply involves matters of policy and where timing is of 
the essence, attention should be paid to the following problems: 


irst, it is necessary to properly engave in preliminary preparatory work on 
the utilization of foreign capital. That is the key to the successful 
mpletion of the projects. The contract system should be adopted in the 
election of projects, negotiations and construction. A small group should 
be set up for each project to study its substance, its purpose and its 
requirements. Those who are sent abroad on tours of investigation should 


be confined mainly to professional and technical cadres. In assessing the 
feasibility of various projects, special attention should be paid to the 
! wing: 


» Proof of economic and technical effectiveness; 


2 Forecast of the International market and investigation into the funds 
ind credit standing of foreign partners; 


ettinew up the necessary domestic conditions, including the funds for 
the accessories required, the supply of energy and raw materials, the scope 
' surface construction, m.tcuction and transportation capacity and com- 


nd, if, in addition to utilizing foreign capital for the construction of 
r protects, we could also use it to engage in the technical reform of 
the medium and small enterprises as well as in key constructions, seeking 
it Give ame time ft sring about the technical reform and progress of the 
nterprises, the sit ion is certain to tmprove as time goes on. from 
mm, while oncer irselves with the technical reform of the indus- 
trial enterprises, » ust als lirect our attention to agricultural reforms 
is the introduction of new techniques, new equipment and new varieties 
in the product lor f aquatic products, frult ind vegetables and the use f 
mpe ed varieti« t meet domestic needs. There is also an urgent need ¢t 
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FOREIGN TRADE 


INNER MONGOLIA IMPORTS MORE TECHNICAL PROJECTS 
OW271016 Beijing XINHUA in English 0901 GMT 27 Nov 83 


[Text] Hohhot, 27 Nov (XINHUA)--Inner Mongolia signed 40 contracts with eight 
countries to import technology and equipment involving more than 8.7 million 
U.S. dollars in the first ten months this year. 


This is eight times the total of the three previous years, said officials of 
the regional corporation that specializes in import service. The contracts 
were signed with Belgium, Britain, the Federal Republic of Germany, Italy, 
Japan, New Zealand, Switzerland and the United States. Negotiations on a 
score of projects are underway. 


The contracts include compensation trade, leasing and «ash payment and range 
from woolen textiles, garments, leather products, milk products and sugar 
refining to plastics, electronics and the machinery industries. 


Inner Mongolia has more than 7,000 industrial enterprises with fixed assets 
of 14.3 billion yuan. It is one of China's five major pastoral areas and has 
40 million head of livestock, ranking first in the country. [It abounds in 
such natural resources as coal, rare earths, gold, silver, copper, soda, 

salt and pyrites. 
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SURVEY MADE ON FOREIGN TRADE OF SHANGHAI INDUSTRIAL ENTERPRISES 


Shanghai CAIJING YANJIU [THE STUDY OF FINANCE & ECONOMICS] in Chinese No 4, 
25 Aug 83 pp 17-2! 


[Article by Li Baokun [2621 0292 0981], Liu Mingxin [0491 2494 0207], Shen 
Nanguang [3088 0589 0342] and Zhu Min [2612 2404]: "A Survey on Foreign 
Trade Conducted by the Industrial Enterprises in Shanghai" ] 

[Text] Recently, the State Council approved the expansion of Shanghai's 
decisionmaking power in foreign economic relations and trade. This has 
greatly encouraged the people of Shanghai and urged them on. In the four 
modernizations, our people of Shanghai will shoulder even heavier tasks. 
The question of how to further expand the foreign trade of Shanghai's 
industrial enterprises has already become an important topic which presently 
urgently needs solving. We have conducted a survey on this topic. 


At present, there are six channels of export for Shanghai's industrial 
Products: 1) The majority of export products of the enterprises are 
procured by the foreign trade departments and transactions concluded in a 
unified manner. 2) With the approval of the higher level, a few 
nterprises directly handle their own exports. Tiey are: the 
shanghai chine Tool Plant, the Yuejin Electrical Machinery Plant and the 
Standard Parts Company. 3) Enterprises that handle both industry and trade, 
such as the mechanical equipment import-export branch company under the No 
lectro-Machinery Bureau, the toy import-export company under the Textile 


industria] 


Ma 


~ 


Bureau, will shoulder both gains and losses and implement the linkup of 
yroduction and sales 4) There are joint industrial and trade enterprises, 
such as the Jinshan Allied Trading Co that is jointly run by the Shanghai 
Petrochemical General Plant, the M.u.usicipal Foreign Trade General Co, the 
China Technological !::port Co and the China Chemical Industrial Import- 
<port General Co. 5) There are specialized export factories that are 
lirectly under the foreign trade departments. 6) There are joint China- 
Foreign enterprises, such as the Xunda Elevator Plant, that has authority 


ver direct export. We conducted a survey primarily on the first three 
channels. The limits f authority of these enterprises i foreign trade and 


expor’t can be divided into the followirg five categorie 








Th rst tegory is having authorit at home t ing 
authorit Ver iié iproad. For ji ta » tre Ime i export t t 
ind 1ce mpany u der the pha nai Texti jureau and the Shar I t 
mhoe Plant under the Handicraft Industri ireau 30 perce F 
percent of their annual itput, respectively. Wit ich high proporti 
having t mduct foreign trade under the procurement system i 
many intermediate links, which is untavorable t etting producti t 
ales and letting sals« jetermine production. secause the « rdinati 
industry and trade is not « e, many customer ire Sst a result. At 
present, althcugh these units have authorit ret ile it me, they bot 
feel that the competiti it home i dail becom y more acute, they 
further expand production, contradictions will appear between them and th 
fraternal provinces and municipalities. The ] lution is to expand 
foreign trade and export and push their way into the international market 
However, DeCAauUuse they do not have the rut he ritv over sales abroad, the 
cannot export products if the foreign trade departments do not procure tt 
produc t. 
he e¢ d category i having authority over iles abroad. For instance, 
the three pilot units in this municipality that have been given expanded 
iuthority in foreign trade (the Standard Parts Co, the Shanghai Machine 
Plant and the Yuejin Electrical Machinery Plant) currently have the power 
carry out direct negotiations, to quote prices (within the realm stipulat 
the state), t ign agreements, and the power to procure transportati n { 


factor directly link 


3 shipping companies 
shipment). Since the implementation of direct export in 1980, they have 
basically eliminated centralized management of all e«port commodities by 
foreign trade departments. Through direct export, the enterprises have b 
ible to understand and master without delay the trend of movement on the 
international market and make their export mmodities meet the needs t 
international market. They have been able t research and desis new 
varieties, raise product quality, and expand exports. Furthermore, thev 
been able to procure transportation of product yithout delay. 

The third itevory is not having authorit ver iles either at home or a 
For ] ta t’, t he pi duc t I t he Xinhua er { P¢ Factory have il] i] ny 
procured ji i unified manner for ile both at home and abr . I t vear 
ractor received n yrder from forei busine me ind ver ipidly 
trial-manufactured the sample. [t then asked the foreign trade departme 
lo business with the customers. But the foreign trade department felt tl 
loing was “in violation of the procedures for export." This was becau 
in accordance with the existins stem of organizati , the enterprise it 
uld not conduct business with foreign businessmen. \ 1 result th 
numerous procedures and the long time take inat ind appr i | 
lifficult to nclude these busine le ; 
he fourth it it is the enterprise that nt lustr iT trade a 
ha iuthorit er foreign trade I t ce, t toy comp the f 
pat sha hai which ha bee r é t he mp t 
industry and trade. Practice er t ist r re trate 
followings tape rst, t tt tra 
luced the intermed te | , reat r efticie 
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rewards are given t the Tull 4 4 ie nt t ° 
nterprisé that are procucing export r ‘ t 
is of profit sharing as the ther enterpr . 
rhe increasing workl id of the enterpr 
ind no extra rewards are given to enterprisé t 
ange. For instance, a silk tactory deliver ; 
businessmen paid an extra H.K. SO. for : 
ring in an additional $1.2 million i ear. r . t 
department allocated RMB 700,000 to the actor 
ncerned department did not agree t t 
the enthusiasm of the workers wa jampenecd. I ; 
iined from the Hong Kong businessmen for ei] 
lule was reduced b 5] mriiion. 
mpensations are not made to the industria! enter t 
sts of handling export products. For instance, 
ng the foreign trade departments procure produ 
igement of export by the enterprises, the enter 
nd losses that were originally shouldered by t 
». However, no policy of allowances has been r 
e, increased taxation and costs and the interes 
at is laid aside awaiting the settlement of for 
t f the enterprise’ expenditures. Last vear, 
Machinery Plant paid an extra 130,000 y it 
long time taken t settle foreign « hange. 
ne exports, the less profit one obtains. 5Becauss t 
n the exp: rt i pr ducts is we 1] | t ne rie VW r ° 
itional market being generally lower ¢t 
llowances being given i tern f protit ret t 
nuses, the more the enterprise export, (tne r 
instance, in 1982, the products exports t t 
hinery Plan mstituted about 40 percent t he 
If the factory only produced product , 
100,000 yuan more in profit, and, i t drt 
the retentionrate of 9.4 percent, the ter 
re and each worker in the lant t r 
OnUsSeS. 
here profit sharing f forei e, ther t 
foreign exchange. Many enterpris« reported 
tne pr tf retentilor Trom toreiryn ¢ i ce, { 
jures of examination and approval leve ft evel, 
itv, they uld t use the foreign ¢ t 
[ Plant reported that the ; 
reign e hange wa LU peT ° ( ° 
1, eve there was foreis é inge, it 
reat hif~TrTicullty 1 "feed ‘ rt 
rprise have definite power er r t : 
er imports. A] us t r t ent 





be obtained from the foreign trade departments before it can be used. The 
procedures for issuing import permits are even more tedious, thereby affecting 
the creation of foreign exchange through export. For instance, if the grinder 
of the Shanghai Machine Took Plant adopts the complementary sets of electrical 
appliances that are imported, it can greatly raise its export price, which 
will be much higher than the foreign exchange spent in importing the 
complementary sets of electrical appliances. However, the concerned 
departments opposed importing the equipment with the excuse that we have 

the ability to produce the complementary facilities. 


6. We do not guarantee or give priority to the supnly of goods and naterials 
needed in the production of export products. This is a relatively universal 
problem. In the case of many enterprises, while the quantity of products 

for export is increasing year after year, the corresponding supply of 

materials has not been guaranteed. Priority consideration is out of the 
question. For instance, this year, the higher level department in charge 

asked the Standard Parts Co to produce $7.2 million of output value for 

export. However, till this day, it has not fully implemented its supply of 
materials to the company. Goods cannot be delivered according to the contracts 
that have been signed. As a result, no order has been placed on many export 


produc ts. 


7. The enterprises that shoulder the tasks of export are suffering from a 
great shortage in capital for technological transformation and replacement 
and renovation of equipment. No special allowances are given to them. For 
instance, the Yuejin Electrical Machinery Plant has very little factory space 
and has seven to eight separate factory sites. In order to expand export, 


7 


the plant is in urgent need to expand its factory workshops and warehouses. 


It i *imated that an investment of 1.25 million yuan is need to build 
$, 000 ire meters of warehouse. However, the total amount of capital that 
can be used is only 450,000 yuan. Consequently, the factory has to continue 


to rent warehouses at high prices. Just last year alone, 120,000 yuan was 
spent in rent. 


8. Contradictions in respect to labor personnel are manifested in the 
following two aspects: One is that, in the distribution of labor forces, the 
labor department does not take into consideration the actual needs of the 
enterprise, but continues to adopt unplanned methods (even in employing 
contract workers, arbitrary and artificial is adopted between the district 
labor department and the neighborhood). For instance, the Standard Parts 

Co requires healthy and strong workers for some key work posts, but the labor 
department fails to satisfy this need. The other is that, the technical 
personnel often do not match their position. For instance, an electrical 
machinery plant has on many occasions asked the personnel department for 
technical personnel. Yet, the four university students who were recently 
assigned to the plant majored in computers and basically did not know 
electrical machinery. 
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[Fuitortal: “Who Says ‘Waste is Hard to Avoid’ in Key Projects?”™/ 


[Text] Some people say that waste {1s hard to avoid in key projects. The 
report that the Zhenhal petrified synthetic ammonia project saved 20 million 
yuan of funds demonstrates that as long as everybody is concerned about the 
national interest, porseveres in working diligently and thriftily in all under- 
takings, does careful calculations and strict budgeting everywhere, and 
practices strict economy, waste is entirely avoidable. 


For a long time, we have manayed construction investment with the “supply 
system" wherein one is reimbursed for what one spends. This has led some 
construction units to spend money freely in disregard of economy and return 
on investment. pecause of poor planning in their early stages, some 
projects had to redo poorly done work. There was severe waste. Some units 
simply bought raw and processed materials blindly and in duplicate, wasted 
their talents on petty jobs, and piled up materials haphazardly, causing 
losses of up to l million yuan or even more. As a result, some projects’ 
design budvyet estimates went through the roof again and again as costs in- 
creased ‘reatly. suc hh ituation must be thoroughly changed. 


We are engaying in construction under conditions of financial stringency, and 
so we must carefully calculate and strictly budget our funds. Wasteful 
spending is absolutely impermissible. Construction banks at every level 

must bear responsibility for guarding against such spending 42s much as pos- 
sible. At present, they must, on the one hand, strictly control the scale of 
investment in fixed assets, reduce the scale of investment in “eneral process- 
ing industries and fn nonproduction construction, and concentiate their efforts 
on supporting key ccnstruction projects. On the other hand, they must invest 
wisely within the veneral scale of inve«tment and work hard to improve that 
investment's results. As they need them, key projects must have their funds 
yuaranteed according to the plan and huve the funds’ use inspected for its 
rationality. We must do our utmost to see that key projects do more things 
with less money. Construction banks should have a hand in the projects’ 

policy decisions and early preparations, work hard to control budget estimates, 
lower production costs, and reduce expenses. Recently, construction banks 
have had the authority to deny payments to some units that arbitrarily collec- 
ted too much money for their projects. During the construction of key projects, 
construction banks must dispatch their own organizations or full-time person- 
nel to strengthen supervision and management of the projects’ services and 

use of funds. 
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TAIWAN 


TWO BILLION DOLLARS SPENT ON RURAL DEVELOPMENT 1973-84 
OW280633 Taipei CNA in English 0258 GMT 28 Nov 83 


[Text] Taipei, 28 Nov (CNA)--The government in the past 10 years has used 
NT $92 billion (U.S. $2.3 billion) to finance agricultural and rural infra- 
structural projects in Taiwan Province, a report issued by the executive 
Yuan said Sunday. 


The report said allocation of the funds in the 10 years since 1973 included 
NT $46.9 billion for accelerating rural reconstruction projects and NT $45.1 
billion for strengthening agricultural programs, both of which have helped 
raise the earnings and improve the living conditions of farmers in Taiwan 
Province. 


In 1974, the gover... ¢ has set up a food equilibrium fund to maintain price 
stability of agricultural products and balance the demand and supply of these 
products in the domestic market, the report said. 


In addition, a total of NT $37.3 billion were channeled into the fund in the 
10 years hetween fiscal 1975 and fiscal 1984, covering government grants and 
subsidies to cover losses, the report said. 


Special loans made available to farmers in the 10 years amounted to NT $26 
billion, and a fund set up to promote farm mechanization has been accumulated 
up to NT $8 billion, which are also made available to farme.s at low interest 
rate, the report indicated. 


Under the government's policy guidelines, all the agricultural programs were 
implemented smoothly by the different agricultural agencies in close coordin- 
at.cn and by the active participation on the part of private sectors, the 
report pointed out. 


Statistics indicate that the annual growth of the egricultural industry over 
the 10 years averaged at 2 percent. 


The livestock industry, however, maintained a rapid growth at an annual rate of 
6.7 percent since 1975. In fishing industry, the annual growth averaged at 5.2 


percent. The per capita income of farmers continued to increase, from NT 
$6,194 in 1971 to NT $44,949 in 1983, the report said. 


CSO: 4020/038 
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"ONG KONG MEDIA ON CHINA 


HAINAN OFFICIAL ON PLANS TO DEVELOP ISLAND 
HK250816 Hong Kong HONG KONG STANDARD in English 25 Nov 83 p 1 
[Article by Ben Chan: "HK-HAINAN Flights Next Year"] 


[Text] A direct air link between Hong Kong and Hainan Island may be launched 
by the end of next year. 


This was stated by atop Hainanese official at a briefing for a group of Hong 
Kong newsmen at Haihou, the island's largest port city, yesterday. 


Mr Lei Yu said the link had been “basically finalised” by various airline 
offictals and tourist agents, which acted on his behalf when he visited Hong 
Kong recently. 


He said the flights would be operated on a chartered basis to ensure adequate 
passenger volume. 


To prepare for the service, work on extending Haihou airport's runway will 
begin in January. 


Other existing airport facilities will also be improved. 


Construction of an international airport terminal will also start about the 
same time and is expected to be completed by 1985, when Boeing 707 aircraft 
are due to land. 


The entire project is estimated to cost U.S. $50 million. 


Mr Lei said while he was in Hong Kong, he had had discussions with business 
groups, which had shown an interest in investing on the island, including the 
building of shopping arcades and hotels. 


He added that Hainan would become a strong support base for offshore oil drill- 
ing in the South China Sea. 


"While Hong Kong has advantages in technology, communications and financial] 
back-up, Hainan Island can benefit from its geographical location as a support 
base for offshore drilling,” he said. 
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Mr Lei also said natural gas had already been found at the southernmost part 
of the island and the potential for large scale production was highly positive. 


He gaid oil fields on the island were being drilled and six of them had been 
found to have oil. 


"A conservative estimate of production is 854 million tons and the maximum 
output should be about 1,300 million tons." 


While he was in Hong Kong, Mr Lei said, he did not seek any financial help 
from businessmen because 14 Chinese banks in Hong Kong and Macao had already 
pledged support for developments on Hainan, 

The Bank of Cina has pledged a U.S. $50 million standby loan. 

Over the past ti'ree years, foreign business groups, including those from Hong 
Kong, have signed joint venture agreements amounting to U.S. $90 million with 


the island. 


Hainan was officially opened to foreign businessmen in March. 


CSO: 4020/041 
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HONG KONG MEDIA ON CHINA 


EVERBRIGHT CHAIRMAN WANG ON HONG KONG-PRC TRADE 
HK250450 Hong Kong SOUTH CHINA MORNING POST in English 25 Nov 83 p 3 
[Article by Suzanne Sim: "Hong Kong-China Trade 'To Keep Growing'"] 


[Text] Trade between Hong Kong and China is on its way to recorc levels, ac- 
cording to Mr Wang Guangying, chairman of Everbright Industrial Co. 


He told the Rotary Club of Hong Kong North yesterday that since China's moder- 
nization policy began 5 years ago, bilateral trade between Hong Kong and China 
has been growing by 40 percent a year. 


To back up his point, Mr Wang said total trade last year between the two terri- 
tories hit $44.73 billion, a 37-fold rise since 1949. 


Since 1981 China has become Hong Kong's second largest trading partner, second 
only to the U.S., and has replaced Japan as Hong Kong's largest source of 
goods, he said. 


"China on the other hand has become Hong Kong's fourth-largest consumer market 
for Hong Kong's products,” Mr Wang added. 


"With further developments in China's modernisation policies, prospects of 
future trade between both places will be excellent and China's export to Hong 
Kong will increase,” he predicted. 


Due to China's need for technological and industrial improvement, he said, 
China will demand more technology and expertise from Hong Kong. 


Mr Wang also felt that trade relations between both places have been further 
strengthened by oil exploration in the South China Sea. 


He said that with changes in China's foreign trade policies, its foreign trad- 
ing arms will be able to trade with Hong Kong and overseas companies more ef- 
fictently. 


Trade relations have been further enhanced by China's recent move to allow 
trade autonomy in certain areas such as Hunan and Hubei provinces. 
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"Hunan has established about 800 business contacts with enterprises in Hong 
Kong and Macao while Hubei has accrued about U.S. $200 million from trade,” 
Mr Wang said. 


However, Mr Wang expressed concern that China is stili lacking in flexibility, 
adaptability and efficiency. 


“The situation needs to be changed in order to increase productivity and 
efficiency,” Mr Wang stressed. 


Other “inadequacies” hampering China's foreign trade are the lack of a unified 
marketing strategy and the vast segregation between the producers and the ex- 
porters resulting in reduced productivity and goods not tailored to interna- 
tional markets, Mr Wang said. 


CSO: 4020/041 
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FURTHER REMARKS BY EVERBRIGHT CHAIRMAN REPORTED 
HK250454 Hong Kong HONG KOFI STANDARD in English 25 Nov 83 p ] 


[Text] The international market is changing very fast and flexibility, ef- 
ficiency, adaptability and competitiveness are needed, which is lacking in 
China, according to the chairman of Everbright Industry, Mr Wang Guanzying. 


Speaking at a luncheon meeting, he said that export corpcrations in China 
have a lot of work to do in order to catch up with international standards. 


"The management of these corporations are old-fashioned and restricted and 
the procedures are complicated and duplicated. A small decision might have 
to be passed through several department heads before a decision is reached, 
by which time the opportunity might have slipped away or the actual condi- 
tions might have changed. 

"Any improvement in procedures will undoubtedly lead to better efficiency,” 
Mr Wang said. 


"Those export corporations which lack efficiency and adaptability can learn 
from Everbright, which is a private owned company in Hong Kong. We have 
gotten rid of simplified management procedures and concentrate the power of 
the decisionmaker to one or two persons, namely the managing director or the 
chief executive of the company,” he added. 


Mr Wang said that in the Chinese corporations there is a lack of coordination 
between the decisionmakers. He cited as example that if a manager buys some 
facilities, he does not discuss the matter with the production team to find 

out which models or machines are best suited to the needs of the corporation, 


As in the Soviet Union and some countries in Eastern Europe, Chinese corpora- 
tions also lack consolidation in market strategies but is showing improvement 
in this aspect, he said. 
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HONG KONG ECONOMIC TRENDS 


NOTED ECONOMISTS DISCUSS HONG KONG FUTURE 
HK200805 Beijing XINHUA Domestic Service in Chinese 0402 GMT 19 Nov 83 


{“Chinese Economic Experts Say Hong Kong Will Become a World Economic Development 
Cent er"--XINHUA headline] 


[Text] Beijing, 19 Nov (XINHUA)--The well-known Chinese economists Xu Dixin and 
Qian Junrui hold that: By the 2lst century, it is very likely that the center 
of world economic development will shift from Europe and the United States to 
the Asia-Pacific region. Hong Keng, situated at the center of this region, will 
play a very important part in the economic revitalization of the Asia-Pacific 
region. After China has regained its sovereignty over Hong Kong, Hong Kong will 
continue to be prosperous. 


The issue of LIAOWANG which is to come off the press tomorrow carries the two 
economists’ talks to reporters of the magazine. 


Qian Junrui says: Although Hong Kong is a small place, its economic position is 
very important. It is one of the Asian-Pacific region's centers of trade, 
finance, communications, tourism, and telecommunications. In addition, it is 
also one of the important light industry bases of this region. At present. the 
volume of exports in garments, toys, watches, and candles produced by Hong Kong 
is the largest in the world. 


Talking about the factors for Hong Kong's economic prosperity, Qian Junru! says: 
At present, there are people who say that the key to Hong Kong's prosperity lies 
in British rule and who even say that "China will not be able to run Hong Kong's 
econ>my." This view is extremely erronecus. He says, this runs counter to 
history and is not in keeping with the actual circumstances. He points out, 
there are many factors for the rapid development of Hong Kong's economy. 

1. Hong Kong enjoys an exceptionally advantageous geozraphical position. It 

is situated between Southeast Asia, Australia, and Japan. Its climatic condition 
is mild and it has a spacious and deep harbour. It is by nature a good port, 
which connects the economies of East and West. 2. Since the 1950, Hong Kong has 
always had a peaceful environment for development, hence the great influx of 
capital of overseas Chinese and other foreign capital. As one of the logistic 
bases during the Korean and Vietnam wars, it made a great fortune. 3. The 
Chinese compatriots, who constitute the absolute majority of the citizens, are 
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ard-workxing, courageous, intelligent, and able people. Tthev are easily 
sGaptible, they are quick to learm new things, and they have high production 
efficiency. Hong Kong's economic prosperity could not have been achieved 
without their arduous labor and management. 4. Hong Kong has the mainland at 
its back. In the more than W years since the liberation, the mainland has 


provided Hong Kong with large quantities of staple and nonstaple food, fresh 
r, Yaw industrial materials, fuel and so on at preferential prices. T 

, indispensable factor for Hong Kong's development. TI 
he Hong “ong Britisn authorities have done some good things. For example, 
ey nave built port facilities, wharves, roads, and telecommunications 
acilities of quite high quality, and they practice the free port policy. 
All this plays a certain part in giving impetus to Hong Kong's economy. However, 
this is not the principal factor. We can absolutely not put the incidental 


: ao : 
Micamentai. 


9 be sure, 


bes 


ian Jumrui says, the above analysis shows that, after China has exercised 
ézain its sovereignty over Hong Kong and practiced the policy of goverance of 
Hong Kong by Hong Kong people, the many factors favorable for Hong Kong's economic 


growth will not disappear. In addition, by that time, with the progress of the 
mothe rland's four modermizations, greater and more vigorous support will be 
given to Hong Kong's economy, and the abilities and intelligence of Hong Korig 

' into play to a still greater extent. 


In September, when Hong Kong’s economy was suffering setbacks, Xu Dixin, 

Jian Jumrui, and other well-known economists such as Huan Xiang and Yu Guangyuan 
were invited to pay a visit to Hong Kong. During their stay in Hong Kong, they 
comprehensively exchanged views with people from various quarters on Hong Kong's 
m ituation at that time and the question of how to maintain Hong Kong's 
v, Stability, and development before and after 1997. For various 
reasons, they were very interested in this visit. 


Based on his observation, Xu Lixin pointed out that there are indeed plenty of 
people in Hong Kong who are filled with confidence in the idea of Hong Kong 
people ruling Hong Kong. In fact, the great majority of people in Hong Kong 


government departments doing practical work and administering Hong Kong are local 
employees, so why do they say that "Hong Kong people cannot rule Hong Kong” in 
the future? A Hong Kong friend told him that in the future there would be a 
number of locally born and bred people, and it would be the Hong Kong people who 
would be responsible for the future administration of Hong Kong. At that time, 
Hong Kong will retain its existing way of life and social system and its freedom 
in foreign trade; residents with Hong Kong identity cards and passports will have 
freedom to come and go, as now, and the econumy will continue to open up to the 
It is certain that after 1997 Hong Kong will become an autonomous regicn 
(zi zhi di qu [5261 3112 0966]] under Chinese sovereignty, with economic 
prosperity and international prestige. 


Xu Dixin is a native of Chaozhou of Shantou, Guangdong Province. He is quite 
familiar with the Hong Kong issue and, in particular, Honh Kong's economic 


problems. In 1978, he went to Hong Kong once to teach. This was his fourth 
visit to Hong Kong. 
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its sove reigity over Hong Kong again. in additi BR. ere eries zr ft licies and 
principles put forward by the Chinese Government is both practical and 
realistic, both conforming to the interests of the Hong Kong people and also 
taking care of the interests of Britain and other yuntries. In all taeirmess, 


they are fair and reasonable. 


Qian Junrui says: Fair: minded publi pinion in the world and that of far-sighted 
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has urged the British Government to face reality. Heath said: nce we have 

gained an understanding of the reality, we can make the necessary preparations 
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for Hong Kong's future prosperity. 


The two economists think that during these ears, relatior between China and 
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HONC YONC FCOMOMIC TRENDS 


HONG KONG EXPORTS INCREASE, UNEMPLOYMENT FALLS 


HK250556 Hong Kong HONG KONG STANDARD in English 25 Nov 83 Business Standard 
p l 


[Text] Hong Kong has enjoyed 19 percent increase in real terms of domestic 
exports in the third quarter, from three percent and 14 percent of the first 
and the second quarter of this year respectively. 


The newly published government economic report expressed that such impressive 
growth rates were largely due to the recovery in the U.S. economy and the 
improvement in economic performances of a number of the major export markets. 


In addition, the depreciation of the local unit has also enhanced Hong Kong 
exports’ competitiveness. 


Domestic demand, however, remained relatively weak in the third quarter. 
While the statistics on retained imports of consumer goods suggest that con- 
sumer demand revived somewhat, retained imports of capital goods continued 
to fall. 


The seasonally adjusted unemployment rate fell to 3.8 percent in the third 
quarter of 1983, from 4.4 percent in the second quarter and 5.1 percent in 
the first quarter. 


The underemplcyment rate also fell to 1.6 percent in the third quarter, com- 
pared with 1.9 percent in the second quarter and 2.5 percent in the first 
quarter of this year. 


As indicated by the Consumer Price Index, the year-on-year rate of increase 
in consumer prices averaged about 9.1 percent in the third quarter, compared 
with 9.4 percent for the first half of the year. 


The rate of inflation remained relatively stable at about nine percent in 
the third quarter of 1963. 


Further, the report comments that while the sharp depreciation of the Hong 
Kong dollar in the third quarter of this year may push up the rate of infla- 
tion in early 1984 when the increase in import prices gradually works through 
tothe retail level, the currency stabilisation measures introduced on October 
are expected to have a dampening effect on the rate of inflation in due course. 


101 








On the external sector, the annual growth rate in real terms of domestic 
exports increased to about 19 percent in the third quarter. 


Imports and re-exports also increased rapidly in the third quarter: imports 
showed 4 year-on-year growth rate in real terms of about 12 percent, while 
re-exports showed a year-on-year growth rate in real terms of about 21 per- 
cent. 


The report points out that since the growth rate of the value of total 

exports ‘domestic exports plus re-exports), at 32 percent, was faster than 
that of imports, at 28 percent, the visible trade gap narrowed to four percent 
in the third quarter of this year from six percent in the third quarter of 
1942. 


On the financial sector, the nervousness about the future of Hong Kong, along 
with the renewed strength of the U.S. dollar, continued to depress the 
exchange value of the Hong Kong dollar during the third quarter. 


However, the persistent and accelerating depreciation tnat it caused forced 
the government to change Hong Kong's exchange rate determination system in 
October to one which linked the value of the Hong Kong dollar to that of 
the U.S. dollar. 


Additionally, bank deposit rates were altered on a number of occasions during 
the third quarter in the light of exchange rate developments. 


The money supply figures continued to be distorted by the existence of swap 
deposits and by the valuation effect of the weaker Hong Kong dollar, thus 
making interpretation difficult. 


Nevertheless, the figures suggest that the underlying growth rate of totai 
money supply duringthe third quarter was moderate. 


During this period, total loans and advances extended by banks and deposit- 
taking companies increased slightly. 


On the labour sector, the report says that both the unemployment rate and 
the underemployment rate fell further in the third quarter, from the peaks 
recorded earlier this year. 


[Hong Kong HONG KONG STANDARD in English publishes in its 25 November 1953 
edition on page 1 of the Business Standard section a report on the October 
financial figures released by the Hong Kong Government. The report says, 
textually: "The visible trade deficit for last month was $1,425 billion, 
according to the provisional trade figures published yesterday by the govern- 
ment. Regarding to the domestic exports, it rose by 48 percent or $3.4 
billion to $10.5 billion in October compared with the same month last year. 
Over the period, re-exports also increased by 58 percent to $5.7 billion. 
This brings the total exports to $16.2 billion in October, an increase of 
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. However, imports also registered an increase of 44 percent or 

om last month. The visible trade gap then narrowed to eight percent 
-rcent in October last year. Both domestic exports and re-exports 

by 23 percent for the first 10 months of this year compared with 
period last year. Imports also rose by 19.6 percent during this 
somenting on the figures, a government spokesman said that this 

rst month that domestic exports had ever exceeded $10 billion. 

d that their increases in real terms (‘after allowing for infla- 


ld remain very substantial, and indicated a continuation of the 
*conomi recovery."] 
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FURTHER REPORT ON REMARKS BY EVERBRIGHT CHAIRMAN 
HK190534 Hong Kong HONG KONG STANDARD in English 19 Nov 83 p 3 


Excerpts) China and Britain will reach a solution on the future of Hong 
Kong by next September, Mr Wang Guangying, chairman of the Everbright 
industry, said las? night. 


peaking after a dinner reception at the Furama Hotel, Mr Wang said: “I 
believe before next September both parties will reach a solution on Hong 
Kong's future for this is the will of the people of both countries." 


He also said the idea of the Hong Kong people governing themselves "is 
workable" and that the 50-year interim period “is sufficient." 


However, Mr Wang refuted a television report that quoted him as saying: 
"Britain is willing to give up sovereignty and administration in return for 
hina’s assurance that Britain can maintain economic interest in Hong Kong 
ifter 1997," 


have not participated in the talks, therefore I don't know,” he said. 
"I am not going to say what Mrs Thatcher had already stated." 


Earlier, Mr Wang was quoted as saying that both sides (Britain and China) 
could now concentrate on economic issues which were easier to resolve. 


He then stressed China intended to preserve the capitalist system for at 
least 50 years after 1997, acknowledging that some Hong Kong people still 
did not trust China's assurance. 


Mr Wang, according to the television report, said China would stick to the 
plans whiit hy had been publ j ] y stated Su far. 


He said it was encouraging to see what he believed to be a revival of confi- 
dence in the past three months. 


STANDARD had reported last week that China's 12-point plan for Hong Kong's 
future was belleved to have been discussed in the latest round of the 
Sino-Britain talks in Beljing. 
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The plan is to allow Hong Kong to maintain its present economic, social and 
legal systems after 1997, 


The STANDARD also reported that China had received a personal message from 
the British Prime Minister, Mrs Margaret Thatcher, during the October rounds 


of talks. 


The message, in the form of a written brief, said Britain would conduct the 
talks wih serious regard to Sino-British relations and long term interest. 


CSO: 4020/040 
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HONG KONG ECONOMIC TRENDS 


EVERBRIGHT COMPANY CHAIRMAN ON CAPITAL, HONG KONG 
HK190526 Hong Kong SOUTH CHINA MORNING POST in English 19 Nov 83 p 1 


[Text] The outflow of capital from Hong Kong in the past six months has 
been mich less than in the previous corresponding period, a top Chinese repre- 
sentative said last night. 


Mr Wang Guangying, who is the vice-chairman of the Chinese People's Political 
Consultative Congress, added that there was a clear increase in foreign 
capital entering Hong Kong. 


This came mainly from Chinese in the United States, France and other Southeast 
Asian countries, he told a dinner hosted by the Hong Kong Management Associa- 
tion. 


Mr Wang, who is also the chairman of Everbright Industry Co, a major Chinese 
investment firm which has full backing from Peking, pledged that China would 
give Hong Kong support “from all fronts" to maintain its stability and pros- 
perity. 


He termed as "normal" the outflow of capital from the territory during the 
past 12 months. 


He also said he was confident an agreement would be reached on the future 
of Hong Kong as both China and Britain had already reached common ground-- 
the maintenance of stability and prosperity. 


He predicted that the Australasian region would teke over as the centre for 
the world's main econoimc activity and all the countries in the region should 
strive to upgrade their science and technology level to pave the way for 

this development. 


CSO: 4020/0460 
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HONG KONG FCONOMIC TRENDS 


BRIEFS 


HONG KONG DEFICIT--The government recorded a deficit of nearly $330 million 
in September, bringing its deficit for the first half of the current financial 
year to almost $2.8 billion. The deficit for the first six months of the 
last financial year was $4.1 billion. Revenue in September amounted to $2.6 
billion, while expenditure came to almost $3 billion. In the same month 

last year revenue totalled nearly $2.9 biilion, and expenditure $2.4 billion. 
The government collected $622 million from land transactions in September, 
more th : doubling this year's total receipts from this source, which now 
stand at just over $1 billion. The government has budgeted for revenue 
amounting to $3 billion from land transactions this year. It has also 
budgeted for a deficit exceeding $3 billion. [Text] [(HK190612 Hong Kong 
SOUTH CHINA MORNING POST in English 19 Nov 83 p 7 HK] 


CSO: 4020/0640 END 
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